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e In the Record ° 


What's in Store in ’54? 


One hundred and fifty-eight manufacturing companies 
peer into the first half of 1954 in the Board’s latest survey 
on the business outlook and come up with some interesting 
conclusions. While the majority polled predict lower orders, 
billings and profits during the coming six months, most 
companies are not at all resigned to a serious siege of bad 
business. What measures some manufacturers are taking 
to minimize the impact of keener competition is described 
in “The Next Six Months Will Be Leaner.” 


For an over-all view of impending business conditions, 
including trends in employment, hours worked, backlogs 
and inventories, turn to page 8; for concise industry-by- 
industry roundups, see page 33. 


Prelude to Convertibility? 


It is still too early to talk about dollar abundance instead 
of shortage, but things seem to be pointing that way. Dur- 
ing the year ended June 30, 1953, imports into this country 
for the first time since prewar years substantially exceeded 
our exports for which we were paid. As a result of this 
and other factors, foreign nations have been able to add 
substantially to their gold and dollar reserves. Evidence 
points to the continuing accumulation of these reserves in 
the third and fourth quarters of this year. 


A special study just completed tells how this change has 
taken place. A summary of this special report appears 
on page 11. 

eee 


What Story Does the Portrait Tell? 


The year just passed is notable on two counts. It set 
production records all over the lot, including a general 
record for total output of all goods and services. In both 
current dollars and in real terms, the so-called “gross national 
product” was about 5% above 1952. Halfway through the 
year, however, indicators began to point with more and more 
unanimity to the conclusion that the 1953 record would not 
be equaled in 1954. By year-end, the annual rate of output 
had evidently slid about $8 billion below the midyear rate. 


Most striking aspect of the last half of 1953 has been the 
lessened demand for inventory. At midyear, the annual rate 
of growth in business stocks was almost $9 billion. But by 
late in the year inventories had stopped growing altogether, 
and may even have begun to shrink a little. Result: since 
midyear, there has been a net reversal of demand in the 
inventory sector amounting, at an annual rate, to perhaps 
$10 billion. This figure, as much as some of the impressive 
records the year has set, may be a key measure of 1953. 


For what 1953 has meant for business, and an appraisal of 
the note on which it is closing, see “Portrait of 1953,” this 
month’s Business Highlights, starting on the next page. 


The Cash Isn‘t Growing So Fast 


Take the credit and let the cash grow appeared to be 
the postwar version of an old maxim. Both personal liquid 
assets and consumer borrowing have mounted rapidly in 
recent years. However, the growth in short-term and inter- 
mediate-term consumer debt has outpaced the rise in sav- 
ings, and so the support for such personal obligations has 
become weaker. 

For an analysis of the impact of consumer credit on 
consumer income, expenditures, and durables sales, see 
“Notes on Consumer Debt.” (Page 21.) 


A Matter of Semantics 


Guaranteed annual wages is still the term by which three 
CIO unions label the demands they expect to unfold during 
the next two years, but the one proposal that has been 
spelled out in any detail so far—that of the United Steel- 
workers of America—bears, besides the more accurate tag, 
supplements to unemployment benefits. And the United 
Automobile Workers and the International Union of Elec- 
trical, Radio and Machine Workers also anticipate some 
sort of tie-in with unemployment insurance. 


Starting with first things first, the article on page 26 tells 
where unemployment benefits stand today—how they are 
computed, how they relate to past wages, and how long they 
are payable. 


PORTRAIT OF 1953 


A big year ends on a discordant note; will the year ahead 
be one of “inventory recession’? 


out to have been an annual peak in the country’s 
business cycle, it is certainly an impressive one. 
Total output of goods and services, measured in 
current dollars, has totaled about $367 billion, an 
increase of 5% over 1952 (which, in its day, was the 
all-time high). In terms of constant dollars, the in- 
crease was also about 5%; small and offsetting changes 
in the retail and industrial price levels evidently left 
the general price level (the so-called gross national 
product deflator) about where it was in 1952. Com- 
pared with 1948, the last cyclical peak, 1953 is 40% 
bigger in current dollars and 25% bigger in real terms. 


THE CONSUMERS! YEAR 


In 1953, the system distributed more goods and 
services to more people, and more to each person, 
than ever before. With the admissible but by no means 
clear-cut exception of the farmers, no American eco- 
nomic group could complain very convincingly of 
the treatment it received. 

The personal sector earned more than ever before, 
in toto or per capita; before or after taxes; in current 
dollars, or after a price adjustment that probably 
overstates the 1953 consumer price level. Employ- 
ment was at a postwar high, and unemployment at a 
postwar low, both in numbers and as a per cent of the 
labor force. While hours worked in manufacturing 
averaged somewhat below 1952, average weekly earn- 
ings were about 5% higher. Employees in construc- 
tion and trade also earned slightly more, for slightly 
less work. 

Consumers were able to spend more than ever be- 
fore, and at the same time to save more than in any 
other year of the postwar boom. As the year pro- 
gressed, the underlying conditions of business came 
more and more to favor the consumer. By late in the 
year, in fact, he was being wooed by business with a 
nervous ardor not seen since prewar years. 

Business, too, had a highly successful year. About 
8% more goods was produced in 1953 than in 1952, 
About 6% more was spent by business on plant and 
equipment. In current dollars, corporate after-tax 
profits were higher than any year on record with the 
exception of 1950 (if inventory profits are discounted, 
1953 beat every year but 1952). 


If AS ALMOST everybody expects, 1953 turns 


Stockholders were paid slightly more dividends than 
in 1951 and 1952. Corporate retained earnings were 
not a record, falling below 1947, 1948 and 1950 on a 
reported basis, but after inventory valuation adjust- 
ment they compare very favorably with the postwar 
average (in fact, they exceeded every year except 1952 
and 1948). And depreciation allowances amounted 
to more than $12 billion. Total cash flow from internal 
sources—retained earnings plus depreciation—evi- 
dently set a record of over $23 billion. Despite the 
all-time high in plant and equipment outlays, and 
a moderate expansion of inventory, the improvement 
begun in 1952 in the liquidity position of corporations 
evidently continued. Because of the heavy cash in- 
flow from internal sources, and because of lower an- 
ticipated needs for working capital in 1954, manufac- 
turing corporations were less dependent on external 
sources of funds than in any recent postwar year. 


ON THE PRODUCTION FRONT 


Excepting consumer goods, the 1953 production 
record stands unequaled in the postwar era. Non- 
residential construction activity, machinery output, 
steel output, nonferrous metals production, petroleum 
output, and electric power output all set new postwar 
highs, and many of these highs exceeded even war- 
time rates. Production and deliveries of war material 
itself were substantially above the levels prevailing 
in the two previous years of Korean war. 

In consumer goods, production levels, while in gen- 
eral very high, fell short of the historic booms of 1950. 
Residential construction activity was likewise below 
the 1950 rate. This is an aspect of 1953 that is easily 
overlooked. What distinguished the year from 1952 
was the sudden burst of output for the consumer (it 
actually came in late 1952, but carried far into 1953). 
Measured against pre-Korea rates, however, it was 
the investment sector—defense, nonresidential con- 
struction, capital goods—that set the year apart. Be- 
cause of the high level of investment activity in 1953, 
and the consequent high rate of income generation in 
these industries, the 1953 consumer goods boom, un- 
like many of its predecessors, has been very well pro- 
tected by a high saving rate—considerably higher 
than at the time of the last cycle peak in 1948. 

(Text continued on page 5) 
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THE YEAR IN PROFILE 
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Total output peaked and fell. Prices held stable and industrial activity subsided. .. . 
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. . even though final demands “of government, business and consumers held firm. Result... 
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_ an end of inventory growth. Manufacturers’ sales and orders slackened, and backlogs fell. 


4“ Total outlays, less business outlays for inventory. 

All series are seasonally adjusted except price indexes and manufacturers’ backlogs. Industrial production measured by 
unrevised Federal Reserve index, rebased. 

Sources: Department of Commerce; Bureau of Labor Statistics; Federal Reserve. Fourth-quarter figures are Conference 
Board estimates from partial data. 
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STATISTICS IN THREE RECESSIONS 


The Basic Indicators 


Changes in Gross Product Components 
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General business indicators in 1953 did more than 
set a collection of records. In the last half of the 
year, they began to give indications that the records 
they were setting might not be topped in the near 
future. From a hindsight glance at the statistics, it 
seems clear enough that somewhere in the second 
quarter of the year the trend of business went into a 
slow but persistent reversal that was still going on 
as the year drew to a close. 


A TURNING POINT 


Gross national product and the Federal Reserve 
index of industrial production (both the old and the 
revised index) reached their peaks in the second 
quarter. Personal incomes began subsiding in the 
third quarter. Total business sales declined during 
the third quarter, mainly as a result of declines in 
retail sales, but manufacturers’ sales, in both durables 
and nondurables industries, also subsided. At mid- 
year, seasonally adjusted figures for nonagricultural 
employment rolled slowly over and headed down. 

A number of other less general but presumably 
more sensitive indicators of conditions pointed with 
near-unanimity to a softening of business conditions. 
Average weekly hours worked in manufacturing began 
declining very early in the year. The number of 
industrial and commercial failures, and the liabilities 
involved, worked their way irregularly upward vir- 
tually throughout 1953. 


HOW 1952 ENDED 


The history of this turning point dates back to 
the steel strike of mid-1952, which, together with 
the suspension of Regulation W and the end of liquid- 
ation in consumer goods industries, had catapulted 
the business trend into a long-boom trajectory. 

The year 1953 began at a time when the impetus 
provided by these stimuli was beginning to wane, but 
was still abundantly present. Inventory of steel was 
still being rebuilt; stocks of cars were still somewhat 
low, despite a rapid recovery of automobile produc- 
tion in the weeks following the end of the strike; 
credit sales at retail were still enjoying the rebirth of 
the credit boom. In the fourth quarter of 1952, every 
major component of gross national product showed a 
large rise over the preceding quarter. In the first 
quarter of the new year every component, with the 
exception of the rate of inventory accumulation, again 


. Tose. 


INVENTORY BEGAN TO GROW 


After the first few months of the year, however, the 
pressure behind the boom began progressively to sub- 
side, and in scattered sectors inventory growth of 
something less than a voluntary nature began to ap- 
pear. While industrial output continued to climb out 
of its strike trough almost until midyear, the growth 
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in final demand—the aggregate purchases of govern- 
ment, individuals, and business on capital account— 
decelerated rapidly. Total purchases by final buyers 
had risen by $12 billion in the fourth quarter of 
1952. In the first quarter of 1953 the increase was 
only $7 billion, and in the second quarter it was 
$5 billion. By the end of the second quarter, there 
was no further rise—and this occurred at a time when 
the gap between total output and total demand was 
running at about a $9-billion annual rate (see chart). 

This figure—the rate of inventory growth at mid-year— 
is perhaps the basic statistic of 1953, in that it set in 
motion the contracting forces that have given the last 
half of the year its special character.t Business behavior 
since the turn of the year has been formed primarily by 
a desire to end inventory growth. This accounts for all of 
the decline in gross product; and for a large part of the 
sagging of new orders and backlogs (see chart, page 3). 


Concern about inventory liquidation began well 
before midyear, of course. Manufacturers of con- 
sumer durables, who have a rueful recollection of the 
durables glut of 1951, began cutting back as early as 
February.? By the second quarter, in fact, the rate 
of accumulation in durables industries had slowed 
appreciably, but the remaining growth was suddenly 
augmented by a reappearance of accumulation in soft 
goods, where liquidation had been in progress almost 
steadily since the summer of 1951. 

This growth was for a time entirely voluntary, be- 
ing based on high expectations for soft goods sales in 
the summer and fall seasons. When the expected in- 
crease did not appear in late summer, efforts were 
made at bringing the growth to a halt. In Septem- 
ber, department store stocks stopped rising. In Oc- 
tober, retail inventories of all nondurables flattened 
out, and those of durables declined, while reductions 
in the holdings of the textile, apparel and food indus- 
tries turned total manufacturing stocks down. 


INVENTORIES TURN STABLE 


Early in the fourth quarter, the inventory figure 
had become strikingly stable, in total and among 
components. Excepting a few sectors—apparel and 
automobiles are two of the exceptions—inventory- 
sales ratios in the closing months of the year were 
not such as to precipitate the clear and violent re- 
versal of attitudes on the part of purchasing agents 
that marked the long liquidation of 1951-1952. 

In fact, the inventory situation in late 1953 is 
almost the exact opposite of the situation in 1951. 


1See ‘Business in the Second Half,’”’ The Business Record, August, 
1953. 

’Steel consumers, too, were increasingly aware of the likelihood 
of an inventory overhang. But steel volume held up in the second 
quarter, partly because of the possibility of a general price rise in 
steel at midyear, and partly because of the torrid pace of the auto 
industry. 
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Then the pressure for inventory liquidation came from 
stocks very badly out of line with sales, but the gen- 
eral short-term sales outlook remained exceedingly 
favorable: the course of defense and defense-induced 
investment activity was still clearly upward. 

Now, few illustrations of badly dislocated sales- 
inventory ratios can be found. What is at work is a 
distrust of the short-term sales outlook, and a desire 
to strip for action in a more competitive era in which 
defense no longer provides an upward bias for virtu- 
ally all markets. 


IS THE DISTRUST JUSTIFIED? 


It should be added that, as of the end of the year, 
no single major market—not even the government 
market for defense goods—has been behaving in a way 
clearly to justify the distrust. While fourth-quarter 
figures are still scattered and preliminary, it seems 
evident now that the demands of business, govern- 
ment and consumers are closing the year in more or 
less stable condition, and at an aggregate level still 
somewhat above the level at the peak of business 
activity in the second quarter. To the extent that 
business figures are falling below the levels of early 
1953, the collapse of inventory buying itself is re- 
sponsible. 

This marks the decline of the last half of the year as 
an inventory recession. The outlook for all of 1954 
is certainly clouded by several uncertainties—chief 
among them being the course of defense spending. 
But in so far as the early months of the year are 
concerned, vaguer questions about the outlook can 
now largely be foregone. The issue is simply whether 
an inventory adjustment in today’s United States 
economy will pass beyond inventory and precipitate a 
general recession. 


The Pros 


According to some, it very nearly must. This group, 
which includes Colin Clark, is of the opinion that 
under today’s conditions inventory liquidation will 
initiate a sharp downward spiral, with demands fall- 
ing as production falls. Mr. Clark’s solution is, there- 
fore, to break the strict connection between demand 
and production by artificially supporting demand 
through major tax reduction (at a $20-billion annual 
rate!) or through a distribution of purchasing power 
for United States goods abroad. 


The Immunizing Theory 


It is worth noting that this model of inventory 
liquidation triggering a coordinate decline in incomes, 
demands and production has not been verified in the 
United States since 1932. In fact, what evidence exists 
in the record since 1932 suggests otherwise. There is 


1Mr. Clark will present his views of the American economic outlook 
at a Conference Board round table on January 21 at the Hotel 
Astor in New York City. 


some reason to believe that changes in the structure 
of United States business conditions over the past 
twenty years have provided a preventive dose of the 
recommended remedies. The patient, in other words, 
has been at least partly immunized, and may not need 
the therapy. 


Some_Background 


Some of the evidence on this question is shown in 
the chart on page 4. In the great depression, the 
average annual rate of decline in industrial production 
was about 16%. The declines in personal income and 
total gross national product were virtually the same— 
14% and 15%, respectively. Among the components 
of gross national product, the average annual rate of 
change in inventory accumulation weighed only very 
slightly, being substantially exceeded by the declines 
in personal consumption and private investment. 

In the 1937-1938 recession, the composition of de- 
clines had changed rather markedly. While the fall 
of production was extremely rapid—much faster than 
the average annual decline in the great depression and 
about as fast as the 1931-1932 collapse—the decline 
in personal income was much less rapid than in the 
earlier case. Among components of gross product the 
decline in inventory had assumed first importance, 
exceeding, in its effect on total output, the declines 
in personal consumption or private investment. While 
government purchases were virtually unchanged be- 
tween 1929 and 1932, in 1937-1938 they provided a 
slight offset to declines in other sectors. 

By 1948-1949, the pattern of recession had shifted 
much further in the direction of a sharp change that 
was isolated to the inventory sector. The decline in 
personal income was less than one fourth as rapid as 
the decline in production, and total gross output 
showed virtually no change at all. Among components 
of gross product, inventory reversal was clearly the 
dominant element. Consumption outlays increased; 
the decline in investment outlays was small; and ex- 
pansion of government purchases became a major 
support to business conditions. 


How Much Accident? 


Part of this apparent pattern of conversion from 
a business cycle to an inventory cycle is, of course, 
accidental. The strength of personal consumption in 
1949 was certainly owing, in part, to backlogs still 
remaining from World War II curtailments in supply, 
and to a still-continuing excess of liquid assets in the 
hands of consumers. In 1937, it might be argued that 
the long drought of the depression years had left busi- 
ness and consumers with such low holdings of goods, 


‘These comparisons are not substantially affected by the averagi 
applied to the 1929-1932 period. In 1930 alone, for axanicie te 
ventory change was far outweighed by the fall of incomes and personal 
consumption expenditures. 
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and with such high propensities to spend, that these 
components were much less sensitive than they would 
be after several years of prosperous conditions. 

Nevertheless, the figures provide a basis for arguing 
that the link between production and demand in the 
American economy has been substantially stretched. 
And even these figures do not tell the whole story. 
Since 1949 the share of corporate and personal in- 
comes going to the Federal Government has risen 
sharply. While personal income has increased about 
40%, personal taxes have almost doubled. Corporate 
profits have increased a little more than half, while 
corporate tax payments (even excluding excess- 
profits have increased more than 100%. 

Declines in income are thus more heavily borne by 
government than at any time in the past, excepting 
only the war years. In the short term, government 
expenditures are more or less independent of income, 
and in some respects inversely related. Under ex- 
isting conditions, a relatively mild recession would 
thus strike hard at government finances, and might 
well yield (together with expected small declines in 
tax rates) an effective tax reduction nearly equal to 
the reduction Mr. Clark recommends to arrest re- 
cession.1 


The Cons 
In any event, the figures for the last half of 1953 
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have not yet suggested that the recession will escape 
beyond the limits of an inventory recession, even 
though the reversal of inventory has amounted to 
roughly $10 billion (annual rate) over the past six 
months. Investment activity is still well maintained, 
and anticipated outlays in the first quarter of 1954 
show only a very moderate decline. Construction 
estimates for 1954 likewise show only a slight decline. 
And consumption itself, while no longer booming as it 
did in the spring, is-stable at a high level. Judging 
from the partial evidence now available, the declines 
in incomes accompanying the reversal of inventory ac- 
cumulation have been slight, and have been almost 
entirely absorbed by a small decline in the saving 
rate in the fourth quarter. 

Final demand has thus stood up throughout the 
ending of accumulation. The issue now is how it will 
stand up if and as liquidation begins. As of year end, 
the proponents of a moderate recession centered in 
inventory have a somewhat better case than they 
started with six months ago. 


AtBert T. SoMMERS 


Business Analyst 
Division of Business Economics 


1For an estimate of the rate of the federal deficit, assuming a mod- 
erate recession of income, see remarks of Edwin B. George in “The 
Business Outlook, 1954,” a session of The Conference Board Economie 
Forum, published as Studies in Business Economics, No. 42, 1953. 


FORECASIS 


General 


The National City Bank of New York (Monthly Letter, 
December) —“Businessmen see some recession coming, with 
need for reductions in cost and expense, and conservatism in 
buying. It would be plainly wrong to infer, however, that 
they are ready to take to the storm cellars, or that the out- 
look inspires dread. Rather, a challenge is seen to the 
ability of management to meet harder conditions. Capital 
programs, undertaken for the purpose of improving products 
and reducing costs, continue aggressive in many areas... . 

‘e . what is producing the expectations of business 
decline in 1954 is the concept of a ‘gap’ as compared with 
1953. The gap represents prospective reductions in demand 
for capital goods, automobiles and housing, and prospective 
cessation of inventory stocking. What this may amount to 
in dollar terms would be hard to predict, but in any event 
it can represent only a trifling percentage of the total poten- 
tial production and markets of the country.” 

Albert G. Hart, economics department, Columbia Uni- 
versity (in a talk before the Academy of Political Science, 
November 5)—‘“The range of possibilities for the next few 
months may be bounded roughly as follows: 
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(1) At the upper end of the range, we may get continued 
full-volume activity. But inflation is probably off the map 
of reasonable probabilities unless there is a big jump in de- 
fense programs. Either new troop movements or a big 
program of continental air defense might quite possibly take 
shape, so this ‘unless’ is no mere empty surmise. 


“(2) The average level of activity for a while ahead— 
say through the first half of 1954—is pretty well guaranteed 
by the sheer momentum of business and by such commit- 
ments as government orders, private construction contracts, 
and unfinished expansion programs that cannot be broken 
off at once. This average level is not at all apt to fall short 
of 1953 by as much as 5%. 


its 


(3) But even by mid-1954, the rate of operations could 
be off considerably if new commitments slowed down. . 6 


James J. Nance, president, Packard Motor Car Company 
(in an address before the American Finance Conference, 
November 17)—“I believe the recession . . so widely 
heralded as due in 1954 is being grossly exaggerated. Ex- 
perience indicates that anything so universally anticipated 
usually fails to come up to expectations. 


(Continued on page 20) 


Executives Predict: 


“THE NEXT SIX MONTHS WILL BE LEANER” 


The Conference Board surveys 158 executives on the outlook 
for business in the first half of 1954 


in the first half of 1954, according to the consen- 

sus of opinion of 158 manufacturing companies 
participating in this month’s business survey. Despite 
this prospect, most companies are not at all resigned 
to a serious siege of bad business. As one executive 
puts it: 


Tat TIDE of business will recede measurably 


“Tt will require an intensified selling effort in the first half 
of 1954 to match the new orders received in the first half 
of 1953. Any decline would likely be moderate, for we see 
nothing now that would set off a tailspin in the first half 
of 1954, assuming, of course, an intensified selling effort.” 
An ace in the hole held by many companies is the 

prospective expiration of the excess-profits tax. The 
cushioning effect this would have is illustrated by one 
steel executive’s statement: 


“I anticipate that our profits before taxes for the first 
half of 1954 will be down one third compared with the first 
half of 1953. But, with the elimination of the excess- 
profits tax, net earnings will be down only about 10%.” 


Some companies are depending on “new product 
lines added, together with additional production fa- 
cilities” and “new end uses for our products,” to coun- 
eract any decline in general business activity. Other 
producers expect to limit any deterioration in their 
operating results by “greater productivity and de- 
creased use of overtime.” And some cooperating com- 
panies “still have sizable backlogs of business” against 
which they can work in the coming six months. 


SUMMARY OF OPINIONS 


The composite business outlook picture obtained 
from the 158 cooperating business executives is as 
follows: 


¢ Both new orders and billings will be lower in the 
first half of 1954 than a year ago, with the decline in 
billings being slightly less than in new orders. 
rh eb eta de RR alk) MOA ss AL a a LS 


e Employment in the next six months will be off 
a ee ant ese tien OL VE DO OT 
somewhat from last year's levels, while the length of 
the average work week will suffer greater reduction. 
eee 


¢ Seven out of ten companies report smaller back- 
logs of unfilled orders than a year ago, and almost four 
out of ten expect further reductions in backlogs. 
re en eee, 10 DSCKOS.: 


e Inventories as a per cent of sales are only slightly 
higher than a year ago and in the next six months more 
companies expect to lower their ratio of inventories to 
sales than expect an increase. 


@ Twice as many companies expect to show lower 
profits in the first half of 1954 in comparison with the 
first half of 1953 as expect higher profits. 


While the cold statistical facts appear hardly en- 
couraging, the following comment is typical: 


“From the above, it should not be inferred that we are 
pessimistic as to 1954. 1953 has been an exceptionally 
good year and we, in common with other American busi- 
nesses, must be in position to make adjustments. Further- 
more, a 10% reduction from an excellent year is not a 
serious setback. Keen competitive conditions should place 
American business in a position to dream up new ideas, 
reduce costs, introduce new products, and other construc- 
tive changes that will benefit them in later years.” 


A CASE OF CAUTIOUS BUYERS 


Orders will be harder to get in the first half of 1954 
than in the same period in 1953, according to the re- 
plies of 131 companies. Only two out of every ten 
respondents expect to better their new-orders volume 
of a year ago, while six out of ten foresee a lower level 
of ordering. Twenty-four companies expect new-order 
comparisons to be about the same. 

In some industries a number of important changes 
have occurred since early 1953. Writes a nonferrous 
metals producer: 


“New orders for the first half of 1954 are apt to be less 
than the first half of 1953 because in the first quarter of 
1953 customers were expecting a price increase whereas 
in the first quarter of 1954 they will be expecting a price 
decrease.” 


A machine-tool builder expecting a 50% decline in 
new orders cautions that “this is not so bad as the 
figures would indicate since there was an extraordinar- 
ily high surge of new orders in the first half of 1953 
as a result of the lifting of government restrictions on 
certain critical types of machine tools.” 

Several companies report that “a lower volume of 
government business than was experienced in 1953” 
will contribute to poorer order comparisons. And one 
producer believes that “buyers are cautious and are 
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ordering only what they feel they will have to have— 
people everywhere are being more conservative.” 

On the other hand, at least six cooperating com- 
panies expect their new-orders outlook in the first half 
of 1954 to be bolstered by “the addition of new prod- 
ucts to our line.” 


BILLINGS SLIDE OFF, TOO 


More than twice as many companies (seventy-five) 
expect declines in their dollar billings in the first six 
months of 1954 compared to those in the first half of 
1953 as anticipate higher billings (thirty-six). An 
additional thirty companies expect about the same 
level of billings to prevail in both periods. 

Some companies expect to maintain fairly satisfac- 
tory levels of billings, despite an anticipated slow-up 
in new orders, by working against existent backlogs 
of unfilled orders. 

Other companies are helped by higher selling prices, 
as in the case of a steel producer: 


“We look for our tonnage to be down about 12% com- 
pared with the first six months of 1953, but, owing to 
advanced prices, our dollar sales should be off only about 


8%.” 


Several companies are optimistic on their billings 
outlook for the next six months “because of new prod- 
uct lines added and additions to production facilities.” 

A number of companies engaged in defense work 
report sharp drops in government billings, in some 
cases “due to completion of contracts.” One electrical 
equipment manufacturer makes this comparison: 


“Regular billings are expected to be approximately 
25% ahead of the first half of 1953. In our defense di- 
visions, it is expected dollar billings will be down approx- 
imately 40%.” 


In many companies, the downturn in billings is 
already taking place. According to a textile manufac- 
turer: 


“Tt is clear we are again in a period of decline. This 
turn in the textile market developed in the summer of 
1953 and we are not anticipating any significant change 
in 1954 from the conditions prevailing currently.” 


GOOD-BYE OVERTIME 


Some slackening in employment during the next six 
months is forecast in the replies of 148 cooperating 
companies. Of this number, 34% foresee lower em- 
ployment in the first half of 1954 compared to a year 
ago; 18% plan to employ more people; and nearly 
half, or 48%, expect about the same level of employ- 
ment as a year ago. 

However, an even higher proportion of reporting 
companies indicate that the length of the average work 
week will be curtailed. Nearly half indicate some re- 
duction in the work week in the first half of 1954 as 
compared with a year earlier, while less than 10% in- 
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tend to increase the number of hours worked per week. 
The remaining 43% do not expect their average work 
week to change. 

At least nineteen companies report that “cost con- 
siderations require that overtime be held to a mini- 
mum.” Says one railroad equipment producer: 


“Our total employment will be up and the average 
work week will be down. This will develop because there 
are more qualified workers available and also because we 
have added new equipment to eliminate machine bottle- 
necks.” 


One nonmetals company expecting a “10%-15% 
drop-off in billings” will be able to get along with 
“about 20% fewer employees because we are getting 
somewhat more effective operations and have put in 
some technological improvements to reduce man- 
hours.” 

A nonferrous metals executive plans to minimize 
the impact of any reduction in employment by “re- 
tiring quite a number of older people beyond the re- 
tirement age who have been continuing on our payroll 
in view of heavy schedules.” 

Among the companies planning to add to their 
labor force in the next half year is one chemical pro- 
ducer who “anticipates some increase in total employ- 
ment due to the initiation of operations of a new pro- 
duction unit.” Only a few such replies were received 
in this month’s survey. On the other hand, only a 
scattering of companies anticipate “the setting of some 
departments on a less than full-time basis.” 


DWINDLING BACKLOGS 


Manufacturing companies are in the process of 
rapidly reducing their backlogs of unfilled orders, ac- 
cording to the replies of 117 companies. Eighty out 
of these 117 companies (69%) report current backlogs 
as smaller than a year ago, as compared with only 
eleven companies (9%) whose backlogs of unfilled 
orders are now greater than last year’s. In another 
twenty-six companies (22%), no change has occurred 
in the size of backlogs. 

Furthermore, 38% of the cooperating companies 
expect backlogs to continue on their downward way 
for the next six months, outnumbering by more than 
two to one those firms predicting larger backlogs of 
unfilled orders at midyear 1954. The largest propor- 
tion, 45%, predict stability in their backlogs for the 
next half year. 

In several cases the “stability” indicated for back- 
logs over the coming six months merely reflects “back- 
logs at the present time amounting to practically 
zero. We are running from hand to mouth on orders 
we receive daily,” and no change is in prospect. As one 
producer puts it, “our backlogs are in the morning 
mail.” 

Not all manufacturers are perturbed by the working 
off of backlogs. One electrical appliance and supply 
producer whose “backlog had been cut to approxi- 


10 


mately one half of its level a year ago” reports that 
“it is currently at what we consider the proper rela- 
tionship to shipments.” 

A machine-tool builder adds: 


“Tt is very possible that improved deliveries will enable 
us to obtain some business which would not have been 
possible under conditions of very long delivery.” 


Reasons given for the reduction in backlogs are: 
“the customer has passed the warehousing problem 
on to the manufacturer and orders merchandise only as 
needed” (paper manufacturer) .... “this undoubtedly 
reflects inventory adjustments of customers as well as 
modification in defense programs” (nonferrous metals 
company)... .and stepped-up production “now that 
our principal raw material is in easier supply.” 

One company, successfully bucking the trend 
towards reduced backlogs, says that “this is partially 
due to getting our salesmen on the road earlier.” 


HOW LOW CAN INVENTORIES GET? 


Most companies reporting have inventories as a 
per cent of sales under fair control. Although fifty- 
one out of 131 companies report higher inventory-sales 
ratios than a year ago, forty-one companies have low- 
ered inventories as a per cent of sales and another 
thirty-nine report no change in inventories relative to 
sales. 

Looking ahead six months, fifty-three companies 
plan on lowering inventories as a per cent of sales, 
thirty-six see inventories about the same in relation 
to sales, and thirty-six predict higher inventories as 
a per cent of sales. Many of these latter companies 
will accumulate higher inventories as a matter of 
policy. 

A chemical producer whose current inventories as a 
per cent of sales exceed those of a year ago points out 
“last year’s ratio was unnaturally low.” A nonmetals 
producer explains: 


“Tt is very likely that our inventories will increase as 
a per cent of sales, since we must have larger inventories 
in order to make the prompt shipments demanded by 
present keen competitive conditions.” 


Another cooperator plans to add to inventories “be- 
cause inventories have been low due to material short- 
ages,” while at one company higher inventories as a 
per cent of sales are due to “the stocking of a new ma- 
chine we have put out, which was getting its original 
market start in 1953.” 

Of course, some companies’ inventory-sales ratios 
have increased “due to the fact that sales have dropped 
faster than we have been able to cut inventories.” 

But in other companies: 


“We think that we have arrived at a position where our 
inventories are about as low, businesswise, as we should 
permit them to go. Deliveries from our sources of supply 
are much better than they were some time back, therefore 


making it much simpler to keep our inventories balanced 
: : ; 
in accordance with sales volume.’ 


PROFITS WILL BE OFF — BEFORE TAXES 


Profits before taxes in the first half of 1954 will 
fall short of the levels prevailing in the first half of 
1953, according to the replies of 138 manufacturing 
companies. Almost twice as many companies (sixty- 
eight) expect slimmer profits compared with a year 
ago as anticipate higher profits (thirty-five). The re- 
maining thirty-five companies predict that their profits 
before taxes in the coming six months will be just as 
good as a year earlier. 

Most of those firms not expecting to fare so well 
profitwise as a year ago attribute this primarily to 
“reduced sales volume.” In some cases, “there will be 
a slight offset because of some saving in overtime.” 
One executive states that the extent of the decline in 
his company’s profits will “depend upon our ability 
to reduce expenses in line with the reduction in sales 
volume.” 

A number of companies report “more competitive 
conditions” in their industry, which means “increased 
costs cannot be recovered in price.” In fact, “we will 
adjust some of our prices downward,” writes one com- 
pany official. 

A paper producer indicates: 


“Even if we realize the greater sales volume expected, 
the beneficial effect on profits quite possibly will be offset 
by moderate declines in selling prices and margins.” 


Among more optimistically inclined producers, men- 
tion is made of “increased sales volume,” in some in- 
stances higher profits will be due to “additional billings 
from new plants”; “increased efficiencies from new 
equipment and lower raw material costs”; and “some 
upward price adjustments have been made during the 
past few months.” 

At least one company indicates: 


“Our profits for the first half of 1953 were affected 
by an expansion program under way at that time, which 


caused noncompetitive expenses not expected during the 
first half of 1954.” 


For many companies, the scheduled expiration of 
the excess-profits tax would be a sustaining factor. A 
metals producer says that his company’s earnings 
after taxes in the first half of 1954 “will be substan- 
tially greater because our excess-profits tax at the 
present time is running almost 75% as large as our 
net profit after taxes.” 

A nonmetals products manufacturer closes his com- 
ments with the observation: 


“We started 63 better than we finished, and we expect 
54 to finish better than it starts.” 


SoLtomon EtTHE 
G. CrarK THompson 
Division of Business Practices 
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HOW ABOUT EXPORTS AND IMPORTS2 


This is a summary of findings from a special report pre- 
pared by the National Industrial Conference Board for 
the National Electrical Manufacturers Association. The 
full report analyzes the position of the electrical manu- 
facturing industry against the world economic background. 
Copies of the report are available from NEMA only. The 
Conference Board has no copies for distribution. 

A full-scale study of the postwar pattern of trade and 
investment is currently under way by The Conference 
Board. This study will contain much of the material ap- 
pearing in the special reports that The Conference Board 
has been engaged in recently, as well as additional ma- 
terial. It will also assess the prospects for general con- 
vertibility of foreign currencies. 


DRAMATIC improvement occurred in almost 
all foreign countries over the past year and a half 
toward balancing respective dollar sales with dollar 
purchases. Figures for France for 1952 were not 
available in time for inclusion in the report. Except 
for Italy and France, the nine countries covered 
in the survey whose payment balances have been 
causes of concern show substantial credit balances in 
their current accounts for 1952 and to date for 1953. 
If the “dollar gap” is defined as the excess of the 
dollar value of United States exports of goods and 
services over imports, then the gap has vanished, at 
least for the time being. During the year ended June 
30, 1953, our imports for the first time since prewar 
days substantially exceeded the exports for which we 
were paid. The United States has been called upon in 
this twelve-month period to settle these adverse ac- 
counts by deliveries of gold bullion and transfers of 
United States (dollar) bank balances and federal gov- 
ernment bonds or other obligations. 

Nonetheless, foreign nations during this twelve- 
month period, received economic and military aid 
from the United States in larger sums than during any 
- previous twelve-month period since the war. This 
general reversal of the world’s balance-of-payments 
position with the United States was even more marked 
during the first half of 1953, when United States 
gold, bank balances, and government securities— 
earned net by other nations—would have more than 
paid for all economic aid extended by the United 
States in the period. 

va 
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Qualified opinion differs as to the probable dura- 
bility of this dramatic change, but there is substantial 
support for the view that this improvement in bal- 
ance-of-payments positions now rests on more solid 
foundations than did a similar improvement in 1950, 
after which conditions were rendered highly abnormal 
by the outbreak of war in Korea. 


al 


To a major degree the postwar progress abroad has 
been due to United States aid, but full credit should 
be given to those nations which have adopted policies 
that have been successful in ending inflation, expand- 
ing production, and reducing restraints on domestic 
and foreign trade. Germany is now outstripping all 
others in return to normal peacetime operations, de- 
spite the loss of East Germany. 

Replacement of bombed-out and dismantled ma- 
chinery and equipment in Germany and Japan has 
given these countries more technologically efficient 
industrial plants than they had prewar. Conse- 
quently, trade taking the place of aid might well bene- 
fit Germany more than any of our World War II 
Allies. However, both Germany and Japan must ex- 
pand their exports outside the Iron Curtain or they 
will be forced to do so inside that Curtain to support 
normal employment and feed their peoples. 


al 


Foreign exporters almost universally enjoy the 
benefits of many and varied kinds of both domestic 
and export subsidies, as well as a rather wide variety 
of other types of aid from their government. United 
States industrial producers enjoy much less assist- 
ance of this sort. 

Postwar conditions have led to the establishment 
(or intensification where they already existed) of 
numerous import restrictions and exchange controls 
abroad. Many of these restraints on international 
trade are far more effective barriers to its expansion 
than are protective tariffs. Most such restraints are 
not practiced by the United States Government and, 
where practiced, are not generally applied to the elec- 
trical equipment industry. 

Since dollars in the postwar years have been, and 
still are, scarce in most foreign countries, such re- 
strictions have fallen more heavily on goods offered 
abroad for dollars and upon United States exporters 
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selling for dollars than upon foreign exporters who 
can sell for their “soft” (nondollar) currencies. There 
has been a very considerable relaxation of many such 
controls and restrictions as they apply to other cur- 
rencies, but relatively little as they apply to the 
United States dollar. 

al 


Substantial losses of foreign investment income and 
smaller profits from various services since World War 
II have tended in the postwar years to create heavily 
adverse balance-of-payments positions among Europ- 
ean countries and Japan, particularly with respect 
to the United States. This state of affairs, due pri- 
marily to lack of multilateral convertibility of most 
foreign currencies and the need for goods often avail- 
able only in the United States, has led to “dollar 
drives” and other efforts by foreign governments to 
subsidize and otherwise stimulate their exports to 
the United States. 

val 


In all foreign countries, duties on imports produce 
much larger percentages of their respective total rev- 
enues than they do in the United States, where cus- 
toms duties produce approximately 1% of total fed- 
eral revenues, compared with sharply higher percent- 
ages of total revenues produced by import duties in 
most foreign nations. In 1951, the combined indi- 
vidual and corporate income taxes produced 71% of 
total federal revenues in the United States, while 
abroad no nation collected more than 49% and the 
majority not more than 35% on an average from their 
income taxes—France only 25.6%; West Germany, 
23.3%; Italy, 11.9%; Switzerland, 31.0%; and the 
United Kingdom, 49.0%. 

All national, state and local government receipts 
in the United States (mostly taxes arising directly 
or indirectly from the domestic operation of the 
economy) come to about 26% of gross national 
product. 

Foreign nations, therefore, make up this difference 
in income-tax receipts primarily from general sales 
taxes or excises which importers into those countries 
must absorb in addition to their own income-tax costs. 
The general sales tax ranges from 26.4% in France 
to 7.3% in the United Kingdom. Consequently, for- 
eign competitors selling into the United States or third 
markets have sharply lower tax costs than American 
competitors selling into their own or foreign markets. 


a 


The dollar value of total sales of United States 
corporations manufacturing electrical products, as 
well as the dollar value of both exports and imports of 
such products, has risen sharply in the postwar years 
1946-1953 (inclusive), but at widely varying rates. 


1. Total sales during the postwar years have averaged 
6.1 times their average for the prewar years (1935-1939, 
inclusive) . 

2. Exports have averaged in the postwar years 4.9 
times their prewar average. 

3. Imports have averaged in the postwar years 4.6 times 
their prewar average. 


While sales in 1952 were nearly nine times their pre- 
war average, imports in 1952 were twelve times their 
prewar average. In contrast, export sales in 1952 
were only six times higher than their prewar level. 


Annual Sales Value of Electrical Machinery 
Millions of Dollars 


1946-52 
10.4 27.4 


1935-39 


Imports: :.w2ie sei sepia as 2.3 
Exports ce a ae 97.9 | 482.2 | 616.4 
Manufacturers’ total sales......... 1,582 9,679 13,740 


INDEXES 


Imports, Sissi itenkeeAaree hp hae 100 460 1,210 
MEXPOWis. coc fopin -iseas egies ye tga ee 100 490 630 
Manufacturers’ total sales......... 100 610 870 


The rate of increase of imports of electrical equip- 
ment reflects the rehabilitation of foreign industry and 
its approach toward a surplus position. This rate has 
accelerated significantly in more recent years, as 
compared with a slowing down in the growth of 
exports. This divergence in trends became far more 
marked in 1953, as is shown by the following table: 


Imports and Exports of Electrical Machinery 
Millions of Dollars 


Six Months % Increase 
First Half of 1953 
r 
First Half of 1952 


50 
9 


1952 1953 


13.9 20.8 
305.5 334.5 


Excluding Canada, exports for the first six months 
of 1953 were 7% below those of the first six months 
of 1952. 


w 


Competition from foreign countries for third mar- 
kets has also grown much keener, especially during 
the past two years, and is now threatening further in- 
roads upon United States exports of electrical equip- 
ment, particularly in South America. 

For example, a comparison of European and United 
States price quotations of heavy electrical equipment 
publicly opened within the past eighteen months in 
Latin American and Asian countries shows that of 194 
different quotations 80% were less than the United 
States bid. 


y 


Foreign manufacturers of electrical products have 
very large labor cost advantages over United States 
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competitors These advantages are greater now than 
ever before. 

In 1952, total monetary hourly wages and wage 
supplements (converted into United States dollars at 
official exchange rates) of the nine nations covered by 
the survey ranged between only 10% of United States 
wages (and supplements) in Japan to 33% in Bel- 
gium and Sweden. In 1938, the range was from 7.3% 
in Japan to 46.6% in Germany. Wage supplements 
have now become a significant factor in any wage 
comparisons among nations. For example, in France 
and Italy such supplements exceed one third of the 
cash wages of their workers. The wage ranges for 
1938 and 1952 in the nine countries are given in the 
following table. 


Foreign as a Per Cent of United States Wages and 
Supplements in the Electrical Equipment Industry 


1952 1938 
UnitedsStates sb eee. ee Me 100.0 100.0 
Meet ean Wei vtech ria 33.0 84.5 
SKE LETT sto gn dom GA heey SRR I OS 33.0 44.1 
ET ATICE Neh eT Odo 8. Ae ee 30.9 43.3 
Umtedekingdom ye eeen..2 act eae 28.0 37.0 
SS WICZERIRTIO So hair cus bs tein dace 23.8 33.9 
GELmManvess cts ses sea ak. vie OAS 22.0 46.6 
INethenands: sy Mace. oo toe eae 20.7 41.0 
Te eee ee SM RON UG 19.6 22.7 
AAR TAT ETS. . aot. EER AE, 9.9 7.3 


The wage differentials between the United States 
and these nine countries have widened substantially 
in the postwar years. Only Japan, of the nine coun- 
tries, has increased its wage rates relative to the 
United States since 1938. Germany, as shown by 
the table, has moved from her prewar position of 
the highest wage country among the nine nations to 
the fourth lowest in 1952. 

By 1952, industrial production in seven of the nine 
countries had recovered to levels which were 33-1/3% 
or more above their 1938 levels. Japan was only 1% 
above her 1938 level. West Germany’s production in 
1952 was 44% higher than in 1936, while her produc- 
tion of electrical machinery and equipment was 188% 
above 1936, but a substantial portion of these gains 
has been the result of transfers of industrial capacity 
from East to West Germany rather than over-all in- 
creases in West German production. 

The legal work week (before overtime payments 
become due) ranges from forty-four to forty-eight 
_ hours in most European countries. Overtime pay- 
ments are not generally more than 25% above regu- 
lar wages. 

During the postwar period, labor costs as a per- 
centage of production value have decreased consider- 
ably more in the various foreign countries than they 
have in the United States. Three of the four countries 
for which comparison with a prewar year is possible 
also show a much steeper decline for that period than 
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does the United States. The reason for the more rapid 
postwar decrease in labor costs abroad is a combina- 
tion of increases in productivity, which was very low 
at the beginning of the postwar period, and in the value 
of production, with both rising considerably faster 
than wage rates (including wage supplements) . In the 
United States, on the other hand, money wages and 
wage supplements approximately kept pace with in- 
creases in productivity and value of output. These 
factors are mainly responsible for the increased dis- 
parity in labor costs between the United States and 
the various European countries. 

Statistical limitations make it impossible accurately 
to compare the output per man-hour between par- 
ticular industries of various nations. However, it is 
both proper and possible to compare trends in pro- 
ductivity of particular industries of various countries, 
since substantiating data are available for certain 
nations over certain periods. The following table 
shows changes in productivity of the electrical manu- 
facturing industries in six nations over certain years 
for which comparable data are available. 


Output per Man Hour 


Country Base Year =100 1952 Level 
United’Statest- =e. ose 1939 154 
Germany...... 1936 117 
France....... 1938 126 
Belgium... 1947 130 
Hollands #2 FS eras 1939 123 (for 1950) 
Tabavectt.attces ehahs eee 1948 187 (for 1951) 


Qualified representatives of a United States manu- 
facturer of electrical equipment recently made a study 
of prevailing labor rates and general efficiency in the 
use of labor and materials in that industry in seven 
foreign countries. This study concluded that labor 
costs of various electrical products in the countries 
ranged between 20% and 78% of United States labor 
costs of the same products. In Germany, where there 
is a combination of low wage rates, a high work week, 
and efficiency of both labor and equipment, labor 
costs, excluding relatively moderate supplements in 
the industry, are shown to be only about one third of 
United States labor costs. 


ad 


e The wage differentials in postwar years between 
United States electrical equipment manufacturers and 
their foreign competitors have broadened compared 
to prewar years. 

e Domestic and export subsidies and aids by foreign 
nations exceed those enjoyed by their United States 
competitors. In the postwar years, the differentials 
in this respect have substantially increased. 

e There has been an increase in the number and 
intensification of various types of exchange controls 
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and other restraints on foreign trade since World War 
II which discriminate against the United States. 

e The so-called dollar gap in foreign balance-of- 
payments positions has disappeared in the last 
eighteen months, being replaced by a dollar surplus. 

e Because of Germany’s more efficient industrial 


plants, trade, taking the place of aid, might well bene- 
fit Germany more than our World War II Allies. 

e Foreign competitors selling into their own, United 
States, or third markets have sharply lower tax costs 
than United States manufacturers selling in their own 
or any foreign market. 


FINANCIAL NOTES AND FOOTNOTES 


Y THE first of 1953—just one year ago—the situ- 
ation in the money market had acquired a degree 
of tightness unparalleled since the early days of the 
New Deal. The firmness prevailing in all money rates 
was attributable more to the developments which 
had taken place in the earlier months of 1952 than 
to anything particularly abnormal in seasonal changes 
late in the year. 

The attention of most observers was, in any event, 
fixed more on what would most likely happen when 
new hands took the helm in Washington than on condi- 
tions then prevailing. It was soon to develop that 
the new Administration was apparently more inclined 
toward conventional or orthodox ideas in the financial 
realm than had been the case in most of the immedi- 
ately preceding years. 

Even before the new President took office, the re- 
discount rate in New York and most of the other 
Reserve banks was raised from 134% to 2%. As weeks 
passed the Reserve banks steadfastly refused to en- 
large their holdings of governments—in point of fact, 
reduced them a little—despite the fact that member 
banks found it necessary to remain in debt to the 
Reserve banks in a degree far above what had been 
customary for years prior to 1952. 


And then came complaints—increasingly bitter ones— 


about what this "hard-money" policy was alleged to be 


doing and likely to do in the future to business generally. 
Even some observers who had long ardently de- 


manded an “independent” Reserve system were heard 
echoing the suggestion that business was in danger of 
being “thrown through the windshield” by the vio- 
lence with which the brakes were being applied. 

It was not long before all this was clearly reflected in 


Federal Reserve policy. Before the end of the first half, 


the financial community was treated to the distinctly 
unusual spectacle of antidepression monetary action 
prior to the appearance of anything that could reason- 
ably be termed a depression, or even a marked reces- 
sion—monetary steps initiated upon the fear of a fu- 


ture depression or possibly the judgment that a depres- 
sion threatened. 

Early in May the Reserve system began to enlarge its 
holdings of governments. By the end of September 
these holdings had risen by about a billion and a half 
dollars. In addition, member-bank reserve requirements 
were reduced moderately. 

The net effect of these changes during the year, 
first in one direction and then in the other, may be 
seen from the accompanying table. One of the strik- 
ing features of the table is the lack of any substantial 
change in commercial, industrial and agricultural 
loans. Another feature clearly revealed is the fact 
that the rise in Reserve holdings of governments and 
the decline in member-bank reserve requirements 
have served chiefly to enable member banks to reduce 
their indebtedness to the Reserve banks, although 
these loans, discounts and advances are still running in 
substantial amounts at the present time, and federal 
funds are only very slightly below the discount rate. 


Dollar figures in billions 


9, May 6, Dec. 10, 
1958 1958 1952 
Weekly reporting member banks 
Business loans................. 23.1 23.1 23.3 
Other loans: as... see, eee 8.0 7.8 Tak 
Goverment securities............ 32.7 29.2 $2.8 
Federal Reserve banks 
Government securities.......... 25.3 23.9 24.2 
Loans, discounts and advances... . 0.7 0.9 1.8 
Reserveratioz.}.. Scenes... se 44.8% | 46.0% | 45.5% 
Goldstockeik cas... aeeneraee.. 23.8 22.6 22.0 
Member bank reserves............ 19.7 19.8 20.9 
Required reserves................ 19.0 19.4 20.3 


As was to be expected, most money-market rates 
rose during the first four months of the year, only to 
recede in later months to a point appreciably below 
that from which they started. Thus the longest 
Treasury bill rate, which stood at 2.10% on December 
10, 1952, was only 1.62% on December 9, 1953, after 
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having been as high as 2.34% early in May, 1952. Vics 
rose from 2.72% to 3.04% in May, only to move 
down to 2.80% in December. 

If presently a general depression should ensue, it would 
appear difficult to charge the Federal Reserve with re- 
sponsibility for it. 

In at least one respect the situation at present is 
akin to that existing a year ago. Now, as then, the 
money-market outlook is generally regarded as strictly 
dependent upon public policy as reflected both in the 
Treasury and in the Federal Reserve. This time, however, 
the dominant thought is not about independence of the 
Federal Reserve but about the possibility of a depression 
and about ways and means of preventing it. There are 
few in official circles who profess great fear on this 
score, but it is evident that the possibility of some 
such misfortune is in the forefront of public and politi- 
cal thinking when credit policies are being formulated. 

Many reports also have it that considerations of 
this sort have brought considerable modification in 
shape of legislative and administrative programs for 
the current year. This is true particularly of matters 
that have to do with taxation. Other plans are some- 
times said to be under consideration for the encourage- 
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ment of greater borrowing on the part of various ele- 
ments in the community and readier lending. Time 
will tell rather soon what basis there is for such reports 
as these. At this writing they remain in the areas of 
speculation. At least this much may be said: 

No one expects steps in the foreseeable future designed 
to shorten the supply of money and credit. If a deficit 
of the proportions now sometimes predicted actually 


emerges, the Treasury will be in the market with a very 


sizable volume of new obligations during the coming year, 
and if that happens the Federal Reserve System will al- 
most perforce still further enlarge its holdings of Treasury 
paper. An enlargement of outstanding Federal Reserve 
credit of such proportions as may be thus indicated would 
add quite substantially to the reserves of member banks, 
which in turn would thus be given a further incentive to 
expand the credit they offer the general public. 

Money-market conditions during the first quarter of 
1954 will, therefore, depend in exceptional degree upon 
the business outlook and what public officials (including 
the Federal Reserve Board) think this outlook is. 


Freperick W. Joneses 
Division of Business Economics 


ALL QUIET IN CONSUMERS’ PRICES 


HE CONSUMERS’ price index for ten United 

States cities prepared monthly by Tur Conrer- 
ENCE Boarp was practically unchanged from October 
to November. The index for November was 181.5 
(January, 1939=100), just 0.1% below the level of a 
month earlier and 0.8% below the figure of two months 
ago (182.9) when the index had reached a new all- 
time peak, after having risen steadily since April. 

The current all-items index is still 2.2% above 
April’s level, but is only 0.5% above the figure for a 
year earlier when the index was 180.6. Reflecting 
stability in the average price level, the purchasing 
value of the January, 1939, consumer’s dollar was un- 
changed over the month at 55.1 cents. 

Individual components of the index were also char- 
acterized by general stability, moving at most only 
one to two tenths of a per cent. The food index at 
225.8 was down fractionally (0.2%) from last month, 
following the 2.2% drop from September to October. 
The October decrease was attributed mostly to lower 
prices for meats, principally pork and pork products. 
This downward trend continued in November, but 
increases in other food items, principally fresh vege- 
tables, almost offset these declines. It is significant 
to note that food prices averaged around 5% lower 
than a year ago. 
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Individual city indexes for food showed the most 
movement, with declines in Birmingham, Boston, and 
Indianapolis of about 1.5%. With the exception of 
Detroit, where food increased about 1%, and New 
York, where prices were slightly higher, the average 
food indexes were lower. 

The housing segment rose only 0.2% from a month 
earlier, but the index of 133.1 represents a new 
high for this component. Except for the period 
from March to April when there was no change in 
this index, housing costs have moved upward during 
the year to a point 7.9% above levels of last No- 
vember. 

Clothing as a whole was about unchanged from a 
month earlier. Men’s work clothing, down fractionally, 
more than offset the few scattered increases occurring 
in women’s wear, leaving the index for November at 
148.5, practically at the level of a year earlier. 

Several small increases in the housefurnishings 
component were almost counterbalanced by a number 
of declines, to leave the index at 162.1 for the month, 
1.6% below the index for last November. 

Fuel remained unchanged over the month at 137.0, 
and compares with the level of a year ago, when the 
index was 135.9. | 

Sundries, characterized by small but regular in- 
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counterbalanced the small decreases in clothing, fuel, 


Change in Consumers’ Price Index from November, housefurnishings, and sundries as well as food. In 
1952, to November, 1953 Indianapolis, increases in both housefurnishings 
1.9 (1.7%) and fuel practically outweighed the drop in 


food and the fractional declines in clothing and sun- 
dries. 

Higher food prices in both Detroit and New York 
were largely responsible for the increases in the all- 
items indexes for those cities despite the fact that other 
components advanced as well. 

Indexes for the remainder of the ten cities were 
down fractionally. 


NONAGRICULTURAL EMPLOYMENT 


The number of workers on nonfarm payrolls drop- 
ped between October and November, according to 
the Bureau of Labor Statistics, mostly as a result of 
a further downtrend in factory employment. Accord- 
ing to the BLS, nonfarm employment was estimated 
at 49.2 million in November, which was 370,000 under 
the October figure, and 100,000 below November, 
1952. Although retail stores added workers during 
the Christmas season, this was outweighed by the de- 
cline in factory employment, and by the decreases in 
construction and other activities affected by the com- 
ing of cold weather. 

Over the year, increased employment in these non- 
manufacturing industries—state and local govern- 
ment, trade, and finance—more than made up for 
federal government losses, and declines in mining and 
construction. The number of workers on construction 


FOOD HFGS. 


-5.2 
Source: The Conference Board 


creases in recent months, showed no significant move- 
ment from October to November. The index at 186.6 
was 6.9% above last November’s index of 174.5. 

Among the individual city indexes, Birmingham 
showed the greatest variety of movement. Food was 
down by 1.6% but the 1.7% increase in the fuel index 
in that city, coupled with advances in some clothing 
and housefurnishings items, was almost enough to 
offset the lower food prices. 


In Boston and Indianapolis the relatively large payrolls, estimated at 2.6 million in November, was 
declines in the food indexes, 1.5% and 1.4% respec- about 100,000 below October. 
tively, were almost offset by increases in other com- JAmMeEs F. Biro 
ponents. In Boston, reported rent increases partially Statistical Division 


Consumers’ Price Index for Ten United States Cities, and Purchasing Value of Dollar 
Index Numbers, January, 1939=100 


Weighted Clothing Fuel# i 

Date Average of} Food Housing! ee Sundries Forchesing 

tems Total Men’s ings the Dollar 

1952 November.......... 180.6 | 238.3] 193.3] 148.2| 163.8| 135.0 104.6 | 164.8 

December........... 179.8 | 233.2| 124.1] 148.2| 163.8| 135.0| 137.6 104.6 | 164.7 ste sie 
Annual average...... 179.1 | 236.1 | 192.0] 149.1| 164.9| 195.6] 198.4 104.5] 165.6| 172.6| 655.8 

1958 January............ 178.7 | 280.3] 194.9| 148.2] 163.8] 185.1] 138.1 105.8} 162.7 | 176.1| 56.0 
February........... 177.38 | 225.2| 195.7| 148.2| 164.0| 184.9| 137.9 105.38] 163.4] 176.6| 56.4 
March............., 177.7 | 226.6} 195.8| 148.4| 163.8| 185.5] 138.0 105.3} 163.3| 177.4] 656.8 
Atal cink. oat 177.6 | 223.9| 125.8] 148.3| 163.5 | 185.4| 137.7 105.4] 163.2| 179.2] 56.3 

i et a eee 178.4 | 225.0| 1299.1] 148.4| 163.9| 185.8| 134.5 105.4} 163.1] 179.8] 66.1 
Find Hee ees: 179.7 | 228.6 | 129.4] 148.5| 164.0| 135.8| 194.5 105.4 | 162.3| 179.5] 65.6 
Jalyniorst ok: 181.1] 231.1 | 180.8] 148.3| 168.6| 195.4| 195.4 105.6 | 162.4 | 180.6] 55.2 
August oi Sovecune. 182.7 | 231.8 | 130.5] 148.8| 163.6| 135.3| 136.4 106.1} 161.6| 186.2| 64.7 
September.......... 182.9 | 231.4] 130.9| 148.6] 164.1] 135.51 136.6 106.1 | 161.7] 186.2| 54.7 
Detober ts. PA 181.67] 226.3r| 182.8] 148.6| 163.7| 135.8| 137.0 106.1} 161.8] 186.5] 65.1 
November.......... 181.5 | 225.8 | 183.1] 148.5| 163.5| 135.9| 187.0 106.1} 162.1| 186.6] 55.1 

Percentage Changes 

Oct., 1958 to Nov., 1958...] -0.1] 0.2] 402] 1] 0.1) +01 0 0 5 

Nov., 1952 to Nov., 1958..|_+0.5| -5.2/ +7.9] +0.2| -0.2! 40.7] +0.8 0 | ies ay ie +33 ry: 
1Rents surveyed quarterly in individual cities ‘Includes electricity and gas Revised 
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Average Weekly Hours in Manufacturing 
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1947 1948 1949 1950 195] 1952 1953 
Smoothed by seasonal indexes based on ratios to a twelve-month moving average in the years 1947-1952. 
Sources: Bureau of Labor Statistics; The Conference Board 


SELECTED BUSINESS INDICATORS 


1953 1952 Percentage Change 


Item Unit Latest Month | Latest Month 
Novemberp October September November over over 
: Month Ago Year Ago 
Production and Business Activity— 

Industrial production total (S) (R)......... 1947-49 = 100 a. 132 133 -0.8 +1.5 
Durable goods (S) (R)................... 1947-49 = 100 a. 151 -0.7 +2.7 
Nondurable goods (S) (R)...............- 1947-49 = 100 a. 117 0 0 
MVimerals) US) SCE) vce os ke ee ce Sicheceshers = 1947-49 = 100 .a. 115 —2.5 +3.6 

Consumer durables (S)!................... 1947-49 =100 a. 134 +2.3 +7.2 

IMachine-tools?. 2. fs.0..83 0002). oh. ee. 4s ss 1945-47 = 100 ; 348 . 4 : : =7 55 =o.9 

Construction contracts awarded, residential*|| million dollars 635 —23.8 -8.3 

Construction contracts awarded, other’. ... . million dollars 1,258 —27 7 +26.4 

HXezail’sales (S)s 0. tetera sok. cede dass million dollars 14,270 14,024 +1.8 +1.7 

Retail inventories (S)*..................- million dollars n.a@. 22,061 ‘ i -1.0 +6.8 

Department store sales (S)................ 1947-49 = 100 112 110 +1.8 +0.9 

Department store inventories (S)4.......... 1947-49 = 100 n.a. 128 0 +5.8 

Manufacturing sales (S) (R)............... million dollars 24,600 24,902 -1.2 +1.4 

Manufacturing inventories (S)*............ million dollars 46,100 46,294 —0.4 +5.7 

Manufacturing new orders (S) (R)......... million dollars 21,800 22,383 —-2.6 -6.3 

Manufacturing unfilled orders (R)4......... mnillion dollars 60,600 63,928 -5.2 -19.7 

Carloadings, total’... 2... ene gece es thousand cars -12.7 -11.3 

Carloadings, miscellaneous®................ thousand cars 357 396 -9.8 -6.8 

Prices, Wages, Employment— 

Basic commodity prices®................-. 1947-49 = 100 +1.2 —4.4 

Wholesale commodity prices, all........... 1947-49 = 100 -0.4 -0.8 
PATENT Ree NER Oar ser snes cor erate tears: 1947-49 = 100 -1.8 Ont 
Industrials “one tac: sac ced on eas 1947-49 = 100 -—0.1 +1.5 
Consumers’ price index.................- 1947-49 = 100 -0.3 +0.6 
Farm parity price ratio.................. 1910-14=100 -1.1 -8.2 
Non-agricultural employment............. thousands +0.3 -0.3 
Wnemploymenty.jaie%). 27 J... LSn a... thousands +22.9 +0.7 
Factory employment. ................... thousands -2.0 -2.1 
Average weekly hours worked, manuf’ing. .|| number -1.0 -2.9 
Average hourly earnings, manufacturing. ..|| dollars 0 +4.1 
Personal income (S)’.............+--+00+: billion dollars +0.3 +3.6 

Finance and Government— 

Bank debits, outside New York City®....... million dollars Sr 46.7 

Business IONS! 3.8 cece Ae.cer legis) aciia: million dollars +0.5 +1.7 

Consumer instalment credit outstanding‘. . .|| million dollars +0.7 +22.0 

Privately held money supply*.............. billion dollars +0.1 +3.0 

Federal budget receipts................... million dollars +76.6 +13.1 

Federal budget expenditures............... million dollars -1.0 Lege 

Defense expenditures....................- million dollars —5.7 43.2 

Federal budget surplus or deficit, cumulative”! million dollars past oe wes 

S Adjusted for seasonal variation bAverage weekl i 10From July 1 to end of month indicated aOctober, 1952 

1Output of major consumer durables 6A verage of 22 daily spot market prices pPreliminary n.a.Not available 

2Shipments 7Annual rate rRevised_ _ 3 : 

837 eastern states 8338 centers R Revised ser‘2s. For earlier data, see Federal Reserve Bulletin, December, 1953 
4End of month ®Average of Wednesday figures (Industrial Production) and Survey of Current Business, December, 1953. 


Sources: Association of American Railroads; Bureau of Agricultural Economics; Bureau of Labor Statistics; Department of Commerce; F. W. Dodge Corp.; Federal Reserve; 
National Machine Tool! Builders Association; Treasury Department; Taz Conrrrence Boarp 
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HOW FARM AND NONFARM INCOMES COMPARE 


HILE THE number of persons on farms 

\X/ represented some 16% of the total United 

States population in 1952, the farm segment 
received only 8.4% of the national income.’ Average 
net income per capita for the farm population? in 
1952 was $905, or approximately one half of the $1,842 
for persons not living on farms. (See chart, page 20.) 

In the ten years prior to 1952, an era of peak pros- 
perity for farmers, average per capita net income go- 
ing to the agricultural sector averaged 55% of the 
nonfarm figure.’ 

A considerable gap also appears to exist between 
the wages of farm workers and those of industrial 
workers. In 1952, farm income per worker* amounted 
to $1,903; the average industrial worker® earned $3,591. 

However, such simple comparisons as these can be 
seriously misleading. Several additional factors must be 
considered before any judgment about the relationship 
between the earnings of the farm and nonfarm population 
can be reached. 


DIFFERENCES IN THE SECTORS 


In order to render farm and nonfarm income data 
even roughly comparable, it is necessary to take into 
account such problems as disparities in the cost of 
living between the two sectors; differences in types 
of goods and services purchased by farm and urban 
families with similar standards of living; estimations 
of nonmoney income, constituting a sizable portion 
of total income in the farm sector; and differences in 


1Three fourths of total income going to farm families is derived 
from agricultural sources and the remainder from nonagricultural 
sources—investments in nonfarm enterprises, part-time off-farm 
jobs, operation of gas stations, etc. 

2A verage net income as used here is based on total net incomes to 
farm population, from agricultural and nonagricultural sources. Net 
income to farm population from agricultural sources includes total 
net income of farm operators (including nonmoney income), farm 
wages of farm-resident workers (cash wages plus value of perquisites), 
and government payments. 

sDuring the depression decade of the Thirties it averaged less than 


O- 

‘Includes realized net income of farm operators (cash receipts 
from farm marketings plus government payments, plus value of 
home consumption of food and fuel consumed on the farm, plus gross 
rental value of dwellings, minus production expenses) plus total 
farm wages (cash wages plus value of perquisites). This total income 
figure is divided by the average number of persons engaged in agri- 
culture during the year, including farm operators and other family 
workers (except those doing housework only) and hired workers. 

Includes nonsalaried workers in manufacturing, mining, and 
Class I railroads. Even though the disparity is considerable, it repre- 
sents a marked improvement in the relative income position of the 
farm worker since prewar. From 1940 to 1952 annual earnings from 
agriculture for the farm worker have almost quadrupled, while the 
industrial worker’s wages have less than tripled. 
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the geographic and age-group distribution of these 
two populations. When adjustments are made for these 
differences, it appears that farm incomes are not nearly 
so far behind nonfarm incomes as the income data sug- 


gest. 


PRICE VALUATION OF IMPUTED ITEMS 


Although net income to persons on farms includes 
the value of home consumption of products produced 
on the farm, this value is computed on the basis of 
how much the farmer would receive for these items if 


Age Composition of Employed, 1952 
in millions 


Agricultural Nonagricuitural 


TOTAL 


14 YEARS & OVER 54.5 


6.8 


20 TO 64 YEARS 


65 YEARS & OVER 


14 TO 19 YEARS 


Source: Bureau of the Census 


he marketed them—not how much he would pay if 
he bought them at retail. Prices received by farmers 
for food products are roughly one half as much as 
their retail prices. The imputation of home consump- 
tion of farm foods thus tends to understate their value 
relative to food consumed by city dwellers. Since 
food bulks large in the cost of living for both farm and 
nonfarm families (30% for nonfarm families and even 
more for farm households), farm incomes can buy 
considerably more goods and services than the figures 
indicate. 

Since rents in farm areas are lower than for reason- 
ably comparable dwellings in urban areas, the im- 
puted rental value of farm dwellings (one of the items 
that is included in the estimate of net farm income) 
may also tend to understate agricultural income. 


BUSINESS RECORD 


An additional point which may be significant is dif- 
ferences in clothing needs on and off the farm. At 
similar income levels, city families generally purchase 
a greater quantity of dress clothes than do farm 
people; the farm family is likely to spend less on cloth- 
ing than the urban family, owing to different social 
demands.1 

Another factor which contributes to the margin 
between farm and nonfarm income data is the age 
composition of farm employment. Agriculture has a 
larger percentage of workers in the less productive, 
lower-income age groups. In 1952, 25% of persons em- 
ployed on farms were under twenty years of age or 
sixty-five years and over, compared with 11% for 
nonfarm employment (see chart, page 18). 


THE YOUNG AND THE OLD 


The median income of persons on farms in the four- 
teen-year to nineteen-year age group in 1949 was 
$344; for those sixty-five years old and over it was 
$644; it was $1,361 for persons from twenty to sixty- 
four years old. The relatively heavy proportion of 
very young and fairly old workers in the farm sector 
pulled down the average for all ages to $1,099. In the 
nonfarm employment force, the fourteen-year to nine- 
teen-year olds had a median income of $452; for the 
sixty-five-and-over group it was $877; and for all 
others it was $2,292. For all persons in nonfarm em- 
ployment, the median income came to $2,043. The 
two lower-income groups exerted less downward pres- 
sure on the median income for the entire group of 

1Bureau of Labor Statistics, “Family Spending and Saving in 
Wartime,” as cited by Nathan Koffsky, “Farm and Urban Purchasing 


Power,” Studies in Income and Wealth, vol. eleven, National 
Bureau of Economic Research, New York, 1949, p. 163. 
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nonfarm workers than they did in the farm segment. 
Whereas the median income for all persons employed 
on farms in 1949 was 54% of the comparable nonfarm 
figure; in the twenty to sixty-four year age group it 
was 59%; 76% for the fourteen-year to nineteen-year 
olds; and 73% in the sixty-five-year-and-over group. 


SOUTH PULLS DOWN AVERAGE 


Slightly more than one half of the farm population 
lives in the South, where the general level of income 
(both farm and nonfarm) is the lowest in the nation. 
The median income of farm workers in the South in 
1949 was approximately half the farm figure for the 
rest of the country. Excluding the South, the median 
farm worker income would be somewhat over $1,500, 
and much closer to the nonfarm median (also exclud- 
ing the South). With the inclusion of the South, the 
median income for farm workers for the country 
as a whole is reduced some 25% (see chart). Rela- 
tively low incomes prevail in both farm and nonfarm 
occupations in the South, but they weigh much more 
heavily in the nation’s farm average. 

Another important consideration is the composi- 
tion of farms by type. Of the 5,382,162 farms in 
1950, 68.9% were commercial farms and the remainder 
consisted of part-time farms, residential farms (about 
19% of all farms), and so-called “abnormal” farms.? 
Incomes from the three latter types tend to be sig- 
nificantly below those on commercial farms. Per 
capita income on commercial farms is considerably 
higher than the average for all farms. 


1Commercial farms include all farms, except the “abnormal” farms, 
with a value of sales of farm products amounting to $1,200 or more. 
Commercial farms also include the farms with a value of farm prod- 
ucts sold of $250 to $1,199 provided the operator worked off the 
farm less than one hundred days and provided further that the in- 


Regional Comparisons of Median Incomes, 1949? 


Population distribution Median income 
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As there are differences in the consumption patterns 
between farm and urban living, so there are also dif- 
ferences in their respective savings patterns. The 
average propensity to save at similar income levels is 
greater for farm families than for nonfarm,’ and farm 
families appear to start saving at a somewhat lower 
income level. 


MORE ENTREPRENEURS 


This difference in saving rate is partially a residual 
function of a difference in consumption patterns in 
the two sectors. And it probably reflects the much 
larger proportion of entrepreneurs in the farm sector 
than in nonfarm. (In agriculture, the self-employed 
are actually more numerous than employees.) But 
part of the explanation may also lie in the fact that 
less money income is required on the farm to meet 
the basic necessities of life. 


Sumury S. Horrman 
Division of Business Economics 


come of the farm operator and members of his family received from 
neater sources was less than the total value of all farm products 
sold. 

Part-time: farms with a value of sales of farm products of $250 
to $1,199 were classified as part-time, provided the farm operator 
reported (a) one hundred or more days of work off the farm in 1949, 
or (b) the nonfarm income received by him and members of his 
family was greater than the value of the farm products sold. 

Pastonkol foone include all farms except abnormal farms with a 
total value of sales of farm products of less than $250. Some of these 
represent farms on which the operator worked off the farm more than 
one hundred days in 1949. Some represent farms on which the 
income from nonfarm sources is greater than the value of sales of 
agricultural products. Others represent subsistence and marginal 
farms of various kinds. 

Abnormal farms include public and private institutional farms, 
community enterprises, experiment station farms, grazing asso- 
ciations, etc. 

1James S. Duesenberry, “Income, Saving and the Theory of 
Consumer Behavior,” 1949, p. 61. 


Farm vs. Nonfarm Per Capita Net Income 
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Note: Income to nonfarm population includes income 
from agricultural sources, which is not shown separate- 
ly since it is a negligible proportion of total 

Source: Bureau of Agricultural Economics 


BUSINESS FORECASTS 


(Continued from page 7) 


“It is a curious thing, but a recent survey showed that, 
out of several hundred businessmen questioned, everybody 
was expecting the other fellow’s business to drop in 1954 but 
expecting his own to rise. Try to add that up. I don’t 
mean to make light of the obvious fact that the economy has 
tapered off somewhat from the peaks of last spring. But I 
do think there is an undue amount of apprehension. We 
must remember that production and the power to buy 
are functions of each other. When one exists so does the 
other. From all available statistics, there certainly hasn’t 
been and isn’t a shortage of buying power.” 


Harry A. Bullis, chairman of the board, General Mills, 
Inc. (in a radio address on November 10)—“Business 
and government experts agree that we are likely to have a 
recession from present high economic activity. The Depart- 
ment of Commerce business advisory committee expects a 
drop of only 5% in our total national output; the govern- 
ment experts expect the drop to be ‘closer to 10%’ and some 
industrialists have been predicting a decline of 10% to 15%. 
I do not lay any great stress on such specific figures, but I 
believe there are good reasons to believe that the decline will 
be small—in the range of 5% to 10%.” 


Murray Shields, vice-president and economist, Bank of 
the Manhattan Company (in a talk before the Grocery 
Manufacturers of America, Inc., November 10)—“While 
we do not have a depressionproof economy, there is no 
reason to assume that there is any prospect whatsoever that 
we could experience ‘another 1929.’ After a long inflationary 
boom, no government, however well intentioned, can pro- 
vide assurance that any company is depressionproof. . . . 
Nevertheless, our new Administration is preparing its de- 
fenses against depression so carefully and is reorganizing 
government economic policies so skilfully as to justify con- 
fidence that we will, in fact, be able to prevent any economic 
readjustment from deteriorating into a long and disastrous 
depression.” 


Capital Outlays 


The Wall Street Journal (December 2)—“New plant, 
which has been industry’s answer to booming markets, is 
shaping up as a major answer to softening markets. 


“The strategy: To spend huge new sums on cost-cutting 
equipment, on machines for building new or improved prod- 
ucts, on moving production lines closer to the market place, 
and on otherwise strengthening competitive positions. 

“The impact: A still-sturdy prop under the economy in 
the form of business spending—for the foreseeable future 
anyway. A Wall Street Journal check of eighty-eight 
United States corporations, big and small, finds forty-five 
planning smaller budgets than a year ago, twenty-eight 
planning increases and fifteen no change. But the check 
indicates that the over-all spending cut will not be sharp, 


(Continued on page 23) 
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Consumer Debt Has Risen Faster Than Asset Holdings 
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4 Liquid holdings are composed of currency, bank deposits, savings and loan shares, and United States savings bonds. Con- 


sumer debt is short and intermediate term 


Sources: Federal Reserve; Securities and Exchange Commission; The Conference Board 


NOTES ON CONSUMER DEBT 


ONSUMER short-term and intermediate-term 

credit outstanding—the so-called “consumer 
debt”—is now at a peak of over $28 billion. This is 
roughly $4 billion above a year ago. Im recent 
months the rate of increase in the debt has slowed 
very perceptibly. But the possible effects of con- 
tinuing repayment obligations against the debt, in 
the event of a more pronounced downturn in personal 
income, has become a matter of concern for consumer 
goods manufacturers and retailers. 

The debt is composed principally of imstalment 
credit used to finance the purchase of durables such 
as automobiles, furniture and major household appli- 
ances. Prior to World War II, instalment debt ex- 
panded and contracted in consonance with cyclical 
business patterns. It moved down from a 1929 high 
to a trough in early 1933; in that year it began an 
advance that continued through 1937; it declined with 
the 1937-1938 business contraction, then climbed 
again through 1941. 

Scarcity of durables and credit restrictions during 
World War II cut the ascent of instalment indebted- 
ness, but following the end of the war, the growth 
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was renewed with unprecedented vigor. Even in the 
mild recession of 1949, instalment indebtedness rose by 
almost 30%, and Regulation W, reactivated after the 
Korean outbreak, slowed but did not stop the climb. 
Following the removal of instalment restrictions in. 
May, 1952, consumer indebtedness resumed its rapid 
growth. 


THE PRICE FACTOR 


Part of the postwar credit inflation is doubtless 
owing to an increase in the price level of durable 
goods. If outstanding consumer instalment credit is 
corrected for purchasing power changes, the rise in 
debt over the past four years is severely cut. Even 
after such corrections, however, we are at an all-time 
high. In terms of constant dollars, outstanding in- 
stalment credit has multiplied almost threefold since 
the close of 1947. The rise in the level of consumer 
debt reflects a substantial increase in the volume of 
credit-financed purchases, as well as the rise in prices 
of durable goods. 

The postwar flood of credit financing has taken 
place during a period of constantly increasing per- 
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sonal income receipts, and rapidly growing liquid 
savings. However, the ratio of outstanding short- 
term and intermediate-term consumer debt to liquid 
backlogs has been increasing steadily since the close 
of World War II; the indebtedness has increased more 
rapidly than the savings. 

As of midyear, the ratio of consumer debt to liquid 
backlogs (currency, bank deposits, saving and loan 
shares, and United States savings bonds) was about 
at the level that prevailed immediately prior to World 
War II. Total debt was almost 13% of personal liquid 
holdings in June, 1953; at the end of 1940, it was 14%. 
Instalment debt alone was almost 10% of liquid re- 
serves as of mid-1953; at the close of 1940, it was 
somewhat over 9%. (See chart.) 


LESS SAVINGS SUPPORT 

Thus, despite the increase in savings accumulations 
that has taken place in recent years, the savings sup- 
port for consumer debt has grown less firm. Moreover, 
instalment repayments are draining off a record share 
of disposable income receipts. In 1948, payments 
against instalment debt were about 6.5% of disposable 
income?!; in 1949, almost 8%; in 1950, 8.5%; in 1951, 
just under 10%. By 1952, more than 10% of dispos- 
able personal income was committed to instalment re- 


1Amounts of credit granted and repaid are based on Conference 
Board estimates. More complete Federal Reserve data will be 
available shortly. Conference Board estimates are based on Federal 
Reserve data for sales finance companies and commercial banks. 


payments, and, during 1953, the proportion ran close 
to 11% (see chart). 

Should personal income receipts decline conspicu- 
ously in the near future, the burden of instalment re- 
payments would probably rise somewhat further, 
since instalment repayments are fixed, over the short 
term, by previously incurred debt. With a reduced 
fund for debt repayments, the drain of previously in- 
curred obligations may effectively deter a certain 
amount of new expenditures. And, unless financing 
terms are further liberalized, it might be expected to 
seriously retard new credit extension. 


DURABLES SALES WOULD SUFFER 


Such a retardation in itself would be tantamount 
to a reduction in consumer spending power. During 
the past two years, instalment credit extension has 
equaled about 12% of disposable income, and net ex- 
pansion of debt has added about $7 billion to pur- 
chasing potential. The reliance of consumers on this 
type of income supplement has grown over the past 
few years, and, even without a decline in personal 
incomes, a slowdown in credit grants could have a 
marked effect on retail sales of durables. 

The mirror image of the growth of credit as an 
income supplement is found in the increasing use of 
credit financing for consumer expenditures. In 1949, 
somewhat over 9% of personal consumption expendi- 
tures was accounted for by instalment grants. By 
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The Course of Instalment Credit 


CREDIT GRANTED 
AS PER CENT OF PERSONAL 
CONSUMPTION EXPENDITURES 


CREDIT REPAID 
AS PER CENT OF DISPOSABLE 
PERSONAL INCOME 
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Sources: Personal income and consumption expenditures 
from Department of Commerce; credit figures estimated 
by The Conference Board on the basis of Federal Reserve 
data 


1952-1953, the proportion had risen to about 13%. 

Since instalment grants are used principally for the 
financing of durables purchases, their importance to 
durables sales is far greater than is indicated by com- 
parisons to total consumer expenditures. In 1953, 
car purchases accounted for close to 50% of out- 
standing consumer instalment debt, and almost the 
same proportion of new credit granted. For motor 
vehicle dealers, credit extension has been a major 
element in the sales picture, totaling more than 
two fifths of vehicle sales value over the past two 
years (see chart). It is obvious that a slowdown in 
the flow of consumer credit could have serious impli- 
cations for the automobile market. Such a slowdown 
may have started. New credit extension for car pur- 
chases reached a peak in March of 1953, and has been 
declining gently since that date. 


Betta SHAPIRO 
Division of Business Economics 


BUSINESS FORECASTS 


(Continued from page 20) 


that 1954 capital spending likely will be second only to 
1953’s . . . record total.” 

Department of Commerce (December 10) —“Capital out- 
lays by American business in the first quarter of 1954 are 
expected to be at about the same high rate as in 1953, ac- 
cording to the latest quarterly survey, conducted during 
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November. . . . Plant and equipment expenditures in the 
first quarter of next year are programmed at a seasonally 
adjusted annual rate of $28 billion. . . 

“Commercial companies are programming increased capi- 
tal outlays through the first quarter of 1954. The public 
utilities also expect to increase their investment in the 
first quarter from the fourth-quarter rate: However, most 
other industries anticipate small declines from the third 
quarter in the . . . first quarter of 1954.” 


Automobiles 


W. E. Fish, general sales manager of Chevrolet Division 
of General Motors Corporation (in an interview with news- 
men, November 24) —“Somewhere between 5.3 million and 
5.5 million automobiles will be sold in the domestic market 
in 1954. Volume will run very close to that for 1953, the 
industry’s second best year... . 


“Next year will see a higher percentage of buyers in the 
low-price field. Before the war, 60% of all automobiles sold 
were in that category. After the war the figure dropped 
to 54%. It’s climbing up around 60% again.” 


Consumer Credit 


Retailing Daily (December 11) —“The National Founda- 
tion for Consumer Credit today sent up storm signals which, 
in effect, warn of a business ‘bump’ early in 1954. 

“The Foundation, whose membership includes manufac- 
turers and financial institutions, predicted that consumers 
will start reducing their instalment indebtedness in the first 
quarter of 1954. 

“Tf correct, this would represent the first downturn in 
the consumer credit spiral which began right after World 
War II and has been uninterrupted ever since.” 


Farm Equipment 


The Journal of Commerce (December 7) —“Faced with 
the stiffest competition they have experienced in a seven- 
year span, leaders of the farm machinery industry plan to 
increase their expenditures for new and more efficient tools 
in 1954. On the basis of present programs, the increase may 
be at least 10%. 

“Unlike other years in the postwar period, the industry’s 
capital expenditures next year will include little in the way 
of additional floor space. 

“Additions to plants and the building of new facilities to 
which members of the industry are already committed will 
be completed on schedule, but emphasis for the next several 
years is expected to be on replacement of obsolescent ma- 
chinery and retooling for new models.” 


Television and Home Furnishings 


H. C. Bonfig, vice-president, Zenith Radio Corporation 
(in an address at the St. Louis Advertising Club, Novem- 
ber 24) —“I am morally certain that color television for the 
mass market is at least two years away—likely more. . . . 
We will have color sets on the market by next midyear and 
possibly sooner. It is inevitable that these first sets will 
be largely handmade and that they will be limited in number. 
It is an inescapable fact that they will be very high in 
price. . . . Our estimate right now is that a color set will 
retail at . . . $800 or $1,000.” 


CHARTING THE BUSINESS 


RATIO SCALE 


500 AGGREGATE 900 
WEEKLY MAN HOURS 


m7 OF PRODUCTION WORKER 
rh ALL MANUFACTURING a 
MILLIONS 280 

a PERSONAL INCOME Z 
AT ANNUAL RATE. a 

240 BILLIONS OF DOLLARS 

220 

200 15 


NEW SERIES 


TOTAL RETAIL SALES 
BILLIONS OF DOLLARS 


i949 1950 1951 1952 1953 
Generally fair... . 


200 
stl eat STEEL PRODUCTION 


MILLIONS OF TONS 


ee eee es eo@ eee ate 


ay 


100 
90 
80 


| PRODUCTION 
OF 
HOUSEHOLD 
GOODS 
AUTOMOBILE IS hc, 9210) 


PRODUCTION 
60. 1947.'49100 


! 
i 
i 
I 
! 
u 
70 ! 
U 
’ 
j 
u 
J 
! 


50 


ag 195! 1952 1953 


4 Estimated 


But lagging production .... has hit steel... . 


Sources: Bureau of Labor Statistics; Department of Commerce; American 


24 


CLIMATE AT THE NEW YEAR 
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Postwar Income vs. Outgo for Unemployment 
Insurance 
Millions of dollars 
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P | THREE CIO unions will be making guaranteed 
annual wages an important part of their col- 
lective bargaining demands this year and next 

—the Steelworkers, the Automobile Workers, and the 
Electrical Workers. While the specific proposals of 
the three may differ considerably, they have a com- 
mon link in that they would all be integrated with 
federal-state unemployment compensation programs 
in one way or another. Of the three, the only union 
that has as yet spelled out its proposals is the Steel- 
workers. The principal elements in its demands are 
as follows: 


1. Weekly payments would be thirty times the em- 
ployee’s standard hourly wage rate. 

2. Employees with three or more years of service would 
be eligible. 

3. The guarantee is to cover fifty-two weeks from the 
beginning of unemployment. 

4. Unemployment insurance benefits to an employee 
may be deducted from the company’s weekly payments. 

5. Earnings from either the company or another em- 
ployer shall be deducted from the company’s weekly 
payments. 

6. The guarantee is to be employer financed by cents- 
per-hour contributions to a trust fund. 

7. The company’s liability for guaranteed payments is 
limited to the amount in the fund. 


No actual cost figure has been set for the 1954 
demands, but the union asked for a payment of 10 
cents an hour to the trust fund in its 1953 ALCOA 


1For a comparative analysis of the three unions’ demands so far 
and an historical review of each, see “Guaranteed Annual Wages— 
The New Look,” in the January Management Record. 
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GUARANTEED 
WAGES AND 
UNEMPLOYMENT 
INSURANCE 


negotiations. This amount would have been reduced 
by the offset value of state unemployment benefits. 


HOW MUCH UNEMPLOYMENT BENEFIT? 


Serious questions have been raised regarding the 
feasibility of integrating an annual wage guarantee 
with unemployment insurance. If such coordination 
could be worked out, how much of the guaranteed 
weekly payment would be met by the unemployment 
insurance benefit? And how much would the cost to 
the employer be reduced thereby? 

In 1952, Murray Latimer developed cost estimates 
for the union’s negotiations in the steel case on the 
basis of several different formulas. For a guarantee 
of thirty times the standard hourly wage rates pay- 
able for fifty-two weeks to Steelworkers employed 
three years or more whose standard hourly rates 
averaged $1.87, he estimated that gross costs to the 
steel industry would be 8.4 cents an hour. The value 
of unemployment insurance benefits would be 1.9 
cents an hour and the net costs 6.5 cents an hour.! 
Thus, according to Mr. Latimer, unemployment in- 
surance benefits would have offset 22.6% of the costs 
of the proposed guarantee in the steel industry in 
early 1952. Since then, steel wage rates have been 
increased twice—by an average of 16 cents in 1952 
and 8.5 cents in 1953. Potential unemployment in- 
surance benefits have also been increased in two of 
the nine states involved. 

The steel industry neither accepted the union’s cost 
estimates nor suggested alternative figures. As one 
industry spokesman put it they did not go to the 
expense of checking or verification because their objec- 


1For assumptions underlying these estimates regarding lay-off 
rates, unemployment, reemployment, etc., see “A Guaranteed Wage 
Plan for the Workers in the Steel Industry,” by Murray W. Latimer, 
union exhibit to the Wage Stabilization Board in the matter of Steel- 
bit of America-CIO and various steel and iron ore companies, 
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tions to the union’s proposal were not directly depen- 
dent upon the cost estimates. 


BENEFITS AS RELATED TO WAGES 


The Steelworkers have called their demand sup- 
plemental unemployment compensation. But in a 
significant way, the union’s concept of supplements 
differs from the social insurance philosophy underly- 
ing unemployment compensation. The steel guar- 
antee would give to all employees—the relatively 
high-paid and low-paid alike—the same percentage of 
basic wages. Unemployment insurance, on the other 
hand, gives the lower-paid employee higher propor- 
tionate benefits. In terms of the effect that this 
would have on the wage guarantee, it means that un- 
employment benefits would offset a larger proportion 
of the payment to the lower-paid workers than to the 
higher-paid workers. (More on this point a little 
further on.) 

Unemployment insurance laws favor the low- 
income worker by setting minimum and maximum 
amounts, and in some states by using weighted for- 
mulas to calculate benefits. A state breakdown of 
minimum and maximum amounts appears in table 1, 
while the different formulas are summarized in table 
3 and discussed in the concluding section of this article. 

In many states, the basic benefit amount reaches 
its maximum when calculated for an average weekly 
wage of $45; no matter how much over $45 a worker 
may earn in these states, his unemployment benefit 
would be the same. In some states this “cut-off” wage 
is $50, $55, or $60. Only in Wisconsin, the state with 
the highest maximum basic benefit today ($33), is it 
as much as $65. 

The term “basic benefit amount” is used here to 
distinguish it from the benefit when augmented by 
dependents’ allowances or other extras. The addition 
of dependents’ allowances in the ten states which pro- 
vide them would not, except in Massachusetts, change 
this generalization for workers with families of the 
same size. It’s just that higher proportions of past 
wages would be payable as unemployment benefits to 
workers with specified numbers of dependents than 
to those without. Two compensable dependents would 
give the Ohioan worker with weekly wages of $40 
a benefit of $5 more than the single worker with the 
same wages, and the same benefit as the single worker 
with wages of $50. No more than $35, however, is paid 
. to the worker with two dependents for average wages 
of $55 or more, just as no more than $30 is paid the 
single worker for wages of $55 or more. 

The chart on page 29 illustrates how the minimums, 
maximums, and individual formulas work in the six 
most highly industrialized states in the country. Take 
New York as an example. The benefit rate applicable 
to specific weekly wages is set forth in a table in the 
law. For a weekly wage of less than $16, the mini- 
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mum benefit of $10 is payable, assuming the worker 
has met the eligibility requirements regarding earn- 
ings and length of employment in a covered job. For 
weekly wages between $16 and $57, benefits ranging 
from $11 to $29 are payable, while for an average 
weekly wage of $58 or more, the maximum benefit of 
$30 is payable. 

The chart shows benefit amounts payable for aver- 
age weekly wages of $20 to $100, by $5 intervals, and 
also expresses these benefits as a per cent of average 
wages. Thus for average weekly wages of $20 in New 
York, the benefit payable is $13, or 65% of wages; 
for wages of $40, benefits are $23, or 57.5%; and for 
wages of $60, they are $30, or 50%. For wages of $100, 
the weekly benefit amount would still be $30, repre- 
senting 30% of wages. This general picture is similar 
in all the states except that the minimum and maxi- 
mum proportions of wages met by unemployment in- 
surance vary. 


BENEFITS AND STEELWORKERS' EARNINGS 


Average weekly earnings in the steel industry were 
over $90 during the third quarter of 1953, according 
to BLS figures. The rock-bottom rate of $1.52 an 
hour for regular employees at United States Steel 
would yield weekly earnings of about $65 a week, 
while top earnings of skilled production workers would 
be over $130. Thus all regularly employed Steelworkers 
who lose their jobs—even those at the very bottom of 
the steel wage scale—would be eligible for basic maai- 
mum unemployment benefits. 

If this maximum were $30, benefits would represent 
as much as 46% of past wages for sweepers and 


Wages and Benefits Compared 
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janitors, but for the highest-paid skilled workers they the guaranteed weekly payments proposed by the 


would be only 23%. The basic maximum actually is steelworkers in the table below. Also shown is the 
$30 in four of the nine states in which many Steel- proportion of the guarantee which would be met by a 
workers are employed, but it is lower in the other $30 unemployment benefit. 
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Weekly Benefits Payable for Different Weekly Wages 
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eral laborer to $96.75 for a roller in an 80” hot strip 
mill, with the $30 unemployment benefit representing 
63.5% of the former payment and 31.0% of the latter. 

Differences between the 52-week duration of the 
proposed wage guarantee and the potential duration 
of benefits under state unemployment insurance pro- 
grams largely explain why these percentages are so 
much higher than the 22.6% offset derived earlier 
from Mr. Latimer’s exhibit. At most, state laws have 
a maximum limit on benefit duration equal to half 
the proposed limit for the guarantee. Thus six of the 
nine states containing large numbers of steel em- 
ployees will pay benefits for as long as twenty-six 
weeks, while the other three limit duration of benefits 
to twenty weeks. 


WAGES IN COVERED EMPLOYMENT 


Average weekly wages of workers in all industries 
covered by unemployment insurance laws in 1952 
were lower than average wages of workers in the 
steel industry. For the United States as a whole, all 
covered wages averaged $69.09 a week, with a range 
among the states from a low of $47.81 in Mississippi 
to a high of $83.33 in Michigan. Weekly benefits for 
total unemployment averaged $23.77 nationally in 
September, 1953, and the extremes were $16.66 and 
$28.42, in Tennessee and Wisconsin, respectively. 
While national average benefits represented 34.4% of 
average covered wages, this proportion exceeded 40% 
in one state and was below 30% in five states. (See 
columns 1, 2, and 3 of table 1 for a state-by-state 
listing of these data.) 

Both wages in covered employment and benefits 
for total unemployment increased greatly between 
1939 and 1952, but wages outstripped benefits. As a 
result, as the chart indicates, the proportion that 
benefits represented of wages fell from 40.8% in 1939 
to 33.0% in 1952. During the 1953 legislative year, 
twenty states amended their unemployment insurance 
laws to boost benefit amounts in some way—by in- 


Table 2: Adequacy of Reserves in Selected States, 
June 30, 1953 


Reserves |Average Costs 
June 30, 1953) 1946-52 


Reserves as 


State Multiple of 
——— Average Coats 
Per Cent of Taxable Wages 
Migntang tncas hs cistern 14.0 0.9 15.6 
News ersey acct. wets cae 12.1 1.8 6.7 
Golorados rete. as See oe 10.9 0.4 27.38 
News York. macs han soe. aoe nee 10.1 aga | 4.8 
OQhid week noe Neches 9.7 0.8 12.1 
Califomiat oo: ee 9.1 2.2 4.1 
Michigan eS cn ted abate 7.7 1.3 5.9 
TOXaS Pes at oc Soon te eho 7.4 0.3 24.7 
Tlitois Stier staan nad 1.2 6.1 
Pennsylvaniaty). .22).. 444..98.). 6.7 1.3 5.2 
Massachusetts................ 5.8 1.9 3.1 
Rhode sland), o. .¢ owe oaks oe 4.2 3.1 1.4 


Source: Bureau of Employment Security 


creasing maximums and/or minimums, and in a few 
by revising the formula for computing benefits. Some, 
but not all, of these changes are reflected in the Sep- 
tember amounts. 


STATUS OF UNEMPLOYMENT RESERVES 


Funds available for unemployment insurance bene- 
fits nationally came to almost $8.6 billion on J une 30, 
1953.1 While dollarwise this amount set a record high, 


From the start of the program through June 30, 1953, contribu- 
tions and interest totaled $19.3 billion and benefits paid out, $10.7 


Table 3: Computation of Weekly Benefit Amounts 


(Within minimums and maximums shown in table 4) 


Names of States 


WARES 0.05 cs: onc de toro 1M Se see eee 

1/26 LS weaned gee eee Alabama, Connecticut,! 
Maryland,! Mississippi, 
New Mexico, Texas 

1/25. cote o<.t oe Arizona,! Colorado,? Dela- 
ware, Georgia, Indiana, 
Kansas,? Missouri, Ne- 
vada,! Pennsylvania, Vir- 
ginia 

1 / Qh. oso heytes se eee North Dakota! 

1/23. ee Ne es, oe eae District of Columbia! 

1/209 A ee ht. Bee eee Illinois, Iowa, Louisiana, 


Massachusetts,! Okla- 

homa, Rhode Island, 

South Carolina, Utah 
Variable fraction of high-quarter 


WALES cade act se ean se aie LL |W, SSR Se 
1/25--1/28 5. Bs. eceeien eed 1 |Montana 
1/291 / 26x sve hs eee cee © 1 |Vermont (effective 4/4/54) 
T/21—l OT. he eee dee 1 |Arkansas 
1/219 /26 es Bas eee 2 |Tennessee, Wyoming! 
1/21-1/93 ees eee 2 |Nebraska, South Dakota 
UAIG==1/95 7. ee aoe eee 1 {Idaho 
L/19—1/9S:. 5. 2 A eee 1 |California 
T/IS—1/26. . 405s sao eee 1 |Florida 
INT—1/25- >. £8 ee eee 1 |Ohio! 
Variable percentage of annual 
WEZCS ce ccades es cae Oe kien Ca Napanee ae CAR egret: - 
1 J6-—La@h cs ees cae 1 |Washington 
1.8908 22s ene srt 1 |West Virginia 
2 O09 ft Sac meer ccteid 1 |Maine 
I eae Se rr or a CT 1 |New Hampshire 
24—1 OS. Sua toe a rout 1 |North Carolina 
2°6—L. 0c. eo eee 1 {Minnesota 
eed Ne ES ae a Pee 1 |Kentucky 
3 4— 1.4 es Bo ee eee 1 |Oregon 
Proportion of average weekly 
WALC 286 )05.6 ood cade YF le cnet site Sta 
66,2/8%.ics antes | Re 1 |New Jersey 
67% —52%... . sn. ba 1 |New York 
67% -=53%... «cao tae 1 |Michigan! 
699% —=51%« ..<Ge.. Re eee 1 [Wisconsin 


sss ee eee eee 

1These are states that have provisions for dependents’ allowances, as follows: 
Arizona—$2 per dependent up to $6; Connecticut—%3 per dependent up to one-half 
of weekly benefit amount; District of Columbia—$1 per dependent up to $3; Maryland 
—2 per dependent up to $8; Massachusetts—$2 per dependent, but total weekly 
benefit amount may not exceed average weekly wage; Michigan’-$1 or $2 per de- 
pendent, by schedule $1-$8; Nevada—83 for one dependent and $5 for each addi- 
tional dependent up to $20, but total may not exceed 6% of high-quarter wages; 
North Dakota—81 or $2 per dependent, by schedule $2-$6; Ohio—$2.50 per depend- 
ent up to $5; and Wyoming—$3 per dependent up to $6, but total may not exceed 
8% of high-quarter wages. 

*Colorado provides an increase of 25% in the computed weekly benefit amount for 
claimants employed in the state by covered employers for five consecutive years in 
which they have earned wages in excess of $1,000 per year and received no benette, 

Kee Ne additional limit of up to 50% of state average weekly wage, but not 
more than FB 


Source: Bureau of Employment Security 
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potential liabilities outpaced additions to the trust 
fund in the postwar period. Thus the ratio of reserves 
to taxable wages fell from 11.8% at the end of 1945 
to 8.9% in mid-1953.1 

The reserve percentages of the individual states 
varied widely, ranging from 4.2% in Rhode Island to 
14.0% in Montana. Reserve percentages alone, how- 
ever, are not indicators of fund adequacy. Potential 
costs must be viewed against them. For this purpose, 
average cost experience during the postwar years, 
also expressed in per cent of taxable wages, is shown 
in table 2 for selected states together with their 
reserve percentages.? By dividing the cost ratio into 
the reserve ratio, an estimate is derived of the num- 
billion. Excluded from both figures are the $79 million withdrawn by 
California, New Jersey, and Rhode Island for payment of disability 
benefits. By June 30, 1945, reserves had reached $6.7 billion. See 
the chart on p. 26 for the net income and outgo of reserves in the 
eight fiscal years since. 

1Taxable wages as used here mean wages of $3,000 or less. 

*While average 1946-52 cost rates would understate costs over a 
future business cycle, since benefit levels have been rising and most 


of the period reflects defense prosperity, they do provide us with rough 
indicators of anticipated liability. 
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ber of years for which the reserve last June could 
finance benefits at the 1946-1952 cost rate, without 
considering incoming revenue. 

While Montana’s reserve of 14% could finance 
benefits for almost sixteen years at its average cost 
experience of 0.9%, Colorado, because of lower benefit 
costs, could go on for many more years despite the 
lower reserve percentage. Similarly, while the re- 
serve percentages in Texas and Illinois were at about 
the same level in June, postwar costs were four times 
as high in Illinois. So its fund could finance just over 
six years of benefits at the 1946-1952 rate, while Texas 
could finance almost twenty-five years. 

The relatively unfavorable position of the Rhode 
Island fund is indicated by the combination of a low 
reserve percentage and relatively high benefit costs. 
Even so, Rhode Island’s situation has improved 
somewhat in the past year or so.1 

1For additional information on adequacy of reserves, see “Rise in 
Unemployment Funds” and ‘‘New Directions in Unemployment 


Insurance Financing” in The Business Record for May, 1952, and 
July, 1952, respectively. 


How the States Figure Benefits 


UNRESTRAINTED BY ANY FEDERAL stand- 
ards for unemployment insurance benefits, the states 
have developed quite diverse and often exceedingly 
complicated formulas for determining workers’ bene- 
fit rights, and for calculating benefit amounts and 
duration. Under all state laws, eligibility for benefits 
depends upon a worker’s experience in covered em- 
ployment in a past period of time, called the “base 
period.” The period during which weekly benefits are 
payable is called the “benefit year.” 

In some states, eligibility for benefits is determined 
by covered earnings of a specified amount, in some by 
a certain number of weeks or calendar quarters in 
covered employment, and in some by specific com- 
binations of wages and employment. The qualifying 
wage or employment provisions are an attempt to 
measure the worker’s attachment to the labor force. 


TOTAL AND PARTIAL UNEMPLOYMENT 


Unemployment insurance benefits are payable in 
all states for total unemployment, with a week of total 
unemployment usually defined as one in which the 
claimant performs no work and with respect to which 
no remuneration is payable. In a few states, however, 
specified small amounts of odd-jobs earnings are dis- 
regarded. Montana is the most generous of these, 
allowing $7 for odd jobs or subsidiary work or remuner- 
ation for a day’s work of not more than eight hours. 
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Most states require a claimant to serve an initial one- 
week waiting period before his total unemployment 
may be compensable. But there is no waiting period 
in Maryland, Nevada, and North Carolina, while a 
two-week waiting period is required in Montana and 
Colorado. 

Benefits are payable for partial unemployment in 
all states but Montana. The weekly benefit amount 
is used as a measure of the existence of compensable 
partial unemployment, with a worker generally con- 
sidered partially unemployed when he earns less than 
his weekly benefit amount. 

The worker receives as benefits for such a week the 
difference between his weekly benefit amount and his 
earnings, with a small amount of earnings usually dis- 
regarded as a financial inducement to him to work 
part time. (See table 1 for the amounts disregarded 
by states.) The initial waiting period for partial unem- 
ployment is the same as for total unemployment, ex- 
cept that none is required in West Virginia, and two 
weeks are required in Alabama, Iowa, and New 
Hampshire. 

New York is unique in the way it calculates total 
and partial unemployment, and waiting period. In- 
stead of putting unemployment in terms of weeks, 
the New York law measures it in terms of “effective 
days.” An effective day is defined as the fourth and 
each subsequent day of total unemployment in a week 
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beginning on Monday in which the claimant earns not 
more than $30. A full week of unemployment (seven 
days) results in the accumulation of four effective 
days; a week of four to six days of unemployment in 
an accumulation of one to three days. In the tables 
and discussion here, amounts for New York are con- 
verted to weeks. 


WEEKLY BENEFIT AMOUNT 


Under all state laws the weekly benefit amount 
(i.e., the amount payable for a week of total unem- 
ployment), varies with the worker’s past wages within 
certain minimum and maximum limits. As table 3 
shows, the period of past wages used and the formulas 
for computing benefits from these past wages vary 
greatly among the states. 

Most of the states (thirty-seven) use a formula 
which bases benefits on wages in that quarter of the 
base period in which they were highest. A weekly 


Table 4: Computation of Potential Duration of 
Benefits 


Names of States 


Type of Formula 


18 |Georgia, Kentucky, Maine, 
Mississippi, Montana, 
New Hampshire, New 
York, North Carolina, 
North Dakota, South 
Carolina, Tennessee, Ver- 
mont, West Virginia 


Uniform potential duration... ... 


Fixed fraction of base-period 


WARES cia. Peet eeeclalee 3 slAes ie? ho agB> othe wrarciciers aise 
DE RE AG Fe A NE EAA 3 |California, District of 
Columbia, Ohio 
DRT ROR oie cts ae 1 |New Mexico 
1/See Be Ee 18 |Alabama, Arizona, Arkan- 
sas, Colorado,! Connecti- 
cut, Iowa, Kansas, Louisi- 
ana, Missouri, Nebraska, 
Nevada, Oklahoma, 
Oregon 
S/O es ewe. shreds 1 |Massachusetts 
T/A MAIO eet Fy o 5 a rhe aati Indiana, 
aryland, Virgini 
1 V/s i cea Se es Ope te pac ai 1 /Texas ais 
Variable percentage of base- 
PERIOCAWALES ncn ives «pes a RO Peline. Ue Sete acrawes & 
Roa Ol SS. ona ee As 1 |Washington 
Sa OG wie ecisasrderiedine foe tom 1 |Wyomin 
SDC ac tees kc ce 1 |Rhode Island 
SO— 29, Pa onthe eee tens 1 |South Dakota 
I A cS RO eR 1 |Idaho 
Ce a ol tai a aha hed es a 1 {Minnesota 
mae ore gt couse role ¢ ofa told e 1 {Pennsylvania 
AG ——BS ON Teenie seh eae 1 |Dllinois 
Fixed fraction of weeks worked. . Sit WIA at, OTEK. SA 
DB adate ss tAenk. «.+ caewteler 1 {Michigan 
LO atnts eothe eisehe ante ook 1 |Wisconsin 
Biases eet mee Me ee 1 |New Jersey 
Per cent of average state wages...) 1 | ~~ ............ 
Weighted schedule........... 1 |Utah 


40%-297% for benefit years 
beginning between 4}1/ 53 
and 3/31/54 
1Claimants wh ligible for i d benefits in Col igi 
eee ee eee 
Source: Bureau of Employment Security 


benefit amount, which in six states is fixed at 1/26 of 
high-quarter wages, gives workers with thirteen full 
weeks of employment in the high quarter 50% of 
their full-time wages (providing the resulting benefits 
fall within fixed minimum and maximum amounts). 
Since it has been found that for many workers even 
the quarter of highest earnings includes some unem- 
ployment, twenty states have compensated for this 
by using a fraction greater than 1/26. 

Eleven other states use a weighted schedule, which 
gives a greater proportion of the high-quarter wages 
to lower-paid workers than to those earning more. 
Eight states have departed completely from the prin- 
ciple of the full-time weekly wage as a basis for 
benefits, and compute them instead as a percentage 
of annual wages. Four states base benefits on average 
weekly wages. 

The weekly benefit amount is varied on the basis of 
factors other than prior wages in eleven states, al- 
though this is still the determinant for the basic bene- 
fit. Colorado provides a 25% bonus for claimants 
meeting specific employment and earnings conditions, 
while the ten states which are listed in footnote 1, 
table 3 provide additional allowances for certain 
types of dependents. 

The minimum weekly benefits in state laws vary 
from $.50 to $15 and are most often $10 today. The 
maximums, excluding dependents’ allowances, vary 
from $20 to $33 and are $25 to $30 inclusive in four 
fifths of the states. (See table 1.) Adding the highest 
possible dependents’ allowances in the ten states with 
such provisions, the range in maximums becomes $20 
to $50, with no limit specified for Massachusetts ex- 
cept in terms of average weekly wage. 


POTENTIAL DURATION OF BENEFITS 


Thirteen state laws provide uniform potential bene- 
fits to all claimants who can meet the qualifying wage 
requirement. The remaining thirty-six state laws, 
while providing a maximum potential duration of 
benefits calculated as a multiple of the weekly benefit 
amount, have another limitation on annual benefits. 
This takes the form of a fixed fraction of base-period 
wages in twenty-four states; a weighted range of per- 
centages in eight states. In three states, maximum 
potential benefits depend on a fraction of weeks 
worked. And, in one, the schedule is stated in per 
cent of average state wages. (See table 4.) 

Maximum weeks of benefits vary from sixteen to 
twenty-six and one half weeks, and are most fre- 
quently twenty-six weeks today. Table 1 indicates the 
tendency for states that are liberal about duration of 
benefits to be liberal also concerning weekly benefit 
amounts. 


Miriam Civic 


Division of Business Economics 


BUSINESS RECORD 


Industry-by-industry Reports on: 


PROSPECTS FOR FIRST HALF OF '54 


(See pages 8-10 for general survey of executive opinion) 


METAL INDUSTRIES 
Automobiles and Equipment 


Of seven cooperating automobile and automotive 
equipment manufacturers, three anticipate that their 
new orders in the first half of 1954 will be lower by 
“23%,” “20%” and “10%” than in the first half of 
1953. Another two look for increased new orders, in 
one case “primarily because of new product lines 
added, together with additional production facilities.” 

Commenting on the outlook for billings, three com- 
panies are optimistically inclined, although one execu- 
tive notes: “billings in the corresponding period of 
1953 were held down somewhat by strikes.” Three 
producers expect sizable declines in the billings in the 
first half of 1954 compared with the first half of 1953, 
estimated at “10% below,” “about 20% less” and 
one third less. One cooperator feels that total dollar 
volume for the first six months of 1954 will be “com- 
parable” with 1953 billings. 

Three companies agree that total employment will 
be “higher” in the next six months, compared with the 
first half of 1953. In one case it will be “up about 
4%,” but two other cooperators expect declines of 
“less than 5%” and 36%, respectively. 

Only one company figures to increase its work week 
by “about 6%” in the first half of 1954, as compared 
with three companies that plan to reduce the work 
week by “less than 5%” and “from 42 hours to 40.7 
hours.” A third executive writes: 


“The average work week will be down for the first 
six months of 1954. We expect increased volume during 
the period but cost considerations require that overtime 
be held to a minimum.” 


Two companies foresee no changes in their average 
work week in the first half of 1954 as compared with 

a year ago. 
' Four cooperating companies reporting on the size 
of their current backlogs as compared with a year 
ago all show declines: 36% less, “down 30%,” “mod- 
erately down” and “approximately 20% below a year 
ago because major customers have shortened their 
lead time on orders.” One automotive executive ex- 
pects “backlogs to decrease during the next six 
months now that our principal raw material (steel) 
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is in easier supply.” Two other manufacturers be- 
lieve that their backlogs of unfilled orders will in- 
crease “10% to 15%” and, 6%, respectively, and 
one producer expects backlogs “to remain close to 
present levels for the next six months.” 

As backlogs have diminished, inventories as a per 
cent of sales have tended to rise. Although one auto- 
motive producer reports a 16% reduction in inven- 
tories as compared with a year ago, three cooperators 
have experienced increases in inventories of 35%, 
“10%” and “of substantial magnitude.” In the last 
case, this is largely “because at this time last year 
we were still recovering from the effects of a steel 
strike.” Two companies report “not much change” 
in their inventory-sales ratios. 

Looking ahead six months, only one automotive 
producer plans a “slight rise in inventory” as com- 
pared to four producers who expect to lower their in- 
ventory-sales ratios—‘quite sharply” in one case, 
“somewhat” in another. 

Some rather sharp cuts in profits are expected by 
three of the seven responding automobile and auto- 
motive equipment producers, profits before taxes for 
the first half of 1954 being variously estimated at 
“50% to 60% less,” “about 40% below” the first half 
of 1953, and “relatively greater than the expected 
declines in sales during the first half of 1954. At 
present, cost reduction programs are being imple- 
mented in an effort to improve this performance.” 

While higher profits are anticipated by three co- 
operators, two temper their optimism—one saying 
that he looks “for some improvement, but not a great 
deal”; the other that “profits before taxes for the first 
half of 1954 are expected to be at the same level or 
slightly better than profits for the first half of 1953. 
The benefits of increased volume will to some extent 
be offset by increased costs and lower selling prices 
resulting from increased competition.” 

One automotive producer sees profits before taxes 
as unchanged from the first half of 1953. 


Electrical Appliances and Supplies 


Three of six cooperating electrical appliance and 
supply manufacturers expect new orders booked in 
the first half of 1954 to be lower than a year ago by 
“about 20%,” “15% to 20%,” and “10%.” Another 
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producer estimates “total orders will be about equal, 
with defense business down and regular business up.” 
A fifth company expects new orders for appliances 
will be “approximately 25% ahead of the first half of 
1953 and defense business will be down approximately 
40%”; and a sixth company expects “approximately 
equal” new orders in the first half of 1954. 

With fewer incoming orders, three producers look 
for declines of “about 33-1/3%” and “10% to 15%” 
(two companies) in dollar billings in the first half of 
1954 compared with the first half of 1953. In one 
case, “this represents a complete elimination of sub- 
contracting.” According to a fourth company: 


“Because we still have a substantial backlog as of the 
end of 1953, it is expected that dollar billings will be 
about the same in the first half of 1954 as in the first half 
of 1953.” 


Four companies believe that the labor force em- 
ployed during the first six months of 1954 will decline, 
“approximately 50% of the 1953 figure,” in one case, 
“off about 20%,” “off about 3%” and “somewhat re- 
duced” in the others. Two other producers expect to 
up their employment “slightly” and “by approxi- 
mately 15%” over the first half of 1953. But one con- 
cern will simultaneously reduce the average work 
week to “approximately forty-four hours as com- 
pared with forty-eight hours in the first half of 1953,” 
and the other plans on an 11% reduction in the work 
week. 

A third cooperator indicates “our work week will 
be approximately 10% shorter. The decrease in em- 
ployment, as well as the shorter work week, is due to 
lessened defense activity.” Another producer sees 
“hours worked off as much as 714% to 10%” and one 
executive sees little change in the length of his com- 
pany’s work week. 

Sharp reductions in the backlog of unfilled orders 
are reported by four out of the six cooperating elec- 
trical appliance and supply companies: “Current 
backlogs have dropped to one third the level of a year 
ago,” “the current backlog is 46% below what it was 
a year ago,” “45% of the backlog same time last year.” 
The fourth executive reports that although “our back- 
log has been cut to approximately one half its level a 
year ago, it is currently about four months’ shipments 
and we consider three to four months as the proper 
relationship.” 

Nevertheless, one company reports its “backlog of 
regular business is 40% ahead of last year’s,” and in 
one company the backlog is “approximately the same 
as the 1953 figures.” 

Three companies expect that their current backlogs 
will remain about steady for the next six months, while 
one producer “hopes for an increase of 10% or 15%,” 
and one producer believes “there will be a further 
decline in the next six months.” 


Concerning the inventory picture, four firms report 
inventories as a per cent of sales higher than a year 
ago—in one case “more than double a year ago”; two 
report decreases in inventories of 10% and 7%. Of 
the six responding companies, three plan to reduce in- 
ventories as a per cent of sales in the next six months, 
in one case by a “substantial amount,” two expect 
their inventory-sales ratios to rise, and one expects 
no change. 

Two of the six cooperating producers predict higher 
profits before taxes in the first half of 1954 as com- 
pared with the first half of 1953. One executive ex- 
plains: “Our profit projection for the first half of 1954 
shows material improvement over the same period 
of 1953, since the 1953 period gave us but little better 
than break-even results. If our profit projection is 
attained for the first six months of 1954, our percent- 
age increase would be several hundred per cent.” 

Facing lower profits are four companies that esti- 
mate as follows: “Unless we do an effective job of 
budgetary control, profits before taxes for the first 
half of 1954 will be about 10% of profits for the same 
period of 1953”; “profits before taxes are estimated at 
85% of the previous year”; “we estimate off approxi- 
mately 25%”; and “profits before taxes will be slightly 
lower.” 


Foundries 


“Orders for the first half of 1954 will be very sub- 
stantially below those for the first half of 1953,” writes 
one foundry operator, and two other cooperating foun- 
dries concur with estimates of new-order declines in 
the neighborhood of “25%” and “about 17%.” 

Similarly, all three companies expect “substan- 
tially” lower billings in the first half of 1954, declines 
of “20%,” and “15%” from a year ago being mentioned. 

With prospects of lower new orders and dollar bill- 
ings in the coming six months, these three companies 
plan reductions in their employment to the extent of 
“15%” and “10%” in two instances from a year ago. 
While one foundry operator anticipates his “work 
week will remain the same,” the two other producers 
expect a shortened work week. According to one 
executive: “We expect the average work week will be 
down about 5% in comparison with the first half of 
1953. We expect little or no overtime except occasion- 
ally in isolated departments.” 

Two cooperators report “backlogs are very much 
less than at this time last year,” and “our current 
backlog is only 40% of that of a year ago.” A third 
producer says: “Our backlogs normally follow bill- 
ings. For about a year now we have been operating 
pretty much on the basis that our backlogs are in the 
morning mail.” 

While one company “hopes for some improvement,” 
two others foresee no change in their backlog situation 
in the next half year. 
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Of the two companies reporting on the level of in- 
ventories as a per cent of sales compared with a year 
ago, In one case inventories are higher, and in the 
other lower. Neither expects much change in the next 
six months. 

Two of the three companies estimate that profits 
before taxes the first half of 1954 will be “off about 
40%” and “50% of those in the like period of 1953.” 
In a third company, the “outlook is not too encourag- 
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ing. 


Hardware 


Two of the three cooperating hardware manufac- 
turers expect that new orders in the first half of 1954 
will be down by “10%” and “5% to 10%” from the 
first half of 1953, while one producer sees about the 
same volume of new orders. 

All three companies expect that dollar billings in 
the next six months “may not run so high” as a year 
ago, declines of “5% to 10%” and “7%” being 
mentioned. 

While one producer believes his “total employment 
will be down 5%” in the next six months compared 
with the first half of 1953, none of the three respond- 
ents plans any changes in the length of its work week. 
As one executive puts it: 


“We expect to operate on the present 45-hour per week 
schedule with about the same number of employees in 
anticipation of new developments, as opportunity is en- 
abling us to do more along research and new develop- 
ments than we could six months or a year ago.” 


Backlogs of unfilled orders are currently “20% 
below,” “slightly less,” and “about the same as this 
time last year.” In two companies not much change 
is anticipated in backlogs, but a third cooperator ex- 
pects a further 15% shrinkage in backlogs in the next 
six months. 

Inventories as a per cent of sales are “up slightly,” 
“plus 7%,” and “not much different” from a year ago, 
and in two companies are expected to trend upwards 
in the next six months; in one company “they will 
trend downward.” 

Commenting on the outlook for profits before taxes 
in the first half of 1954, two hardware manufacturers 
expect to make about the same profits as in the first 
half of 1953, but one producer foresees a “15% 
decline.” 


‘Heating and Plumbing 


Four cooperating heating and plumbing producers 
appraise their outlook for new orders for the next six 
months as “15% to 20% less than for the first half of 
1953,” “slightly downward—but not more than 5%,” 
“up 20% over orders for the first half of 1953,” and 
“about the same.” 

Two companies expect that dollar billings in the 
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first half of 1954 will be higher than a year ago, in one 
case “on account of an increase in price.” The other 
two producers expect dollar billing declines of “25%” 
and as much as “5%.” 

One heating and plumbing supplies manufacturer 
expects that employment in the first half of 1954 “will 
be up” from the first six months of 1953, two com- 
panies say “about the same,” and one producer ex- 
pects his employment will be slightly under 1953. 

Two reporting firms say that their average work 
week in the next six months will be “slightly less” 
and “10% less” compared with the first half of 1953. 
One producer sees the same length of work week pre- 
vailing and one predicts an increase. 

Three out of the four cooperating companies report 
reduced backlogs compared with a year ago. At one 
company, backlogs are “two thirds of what they were 
last year” and a second company reports a decline of 
“less than 3%.” At the fourth company, backlogs 
“are just about the same.” 

Two companies expect backlogs to increase over the 
next six months, one executive says backlogs will be 
“seasonably down,” and one producer’s backlogs will 
“about hold their own.” 

Inventories as a per cent of sales are up at two re- 
porting companies, “slightly down” at a third firm, 
and unchanged at a fourth. One executive points 
out: “Inventories are down now to a very low point, 
for we have been making a drive on this question 
of inventories for the last eighteen months.” 

Three companies expect inventories as a per cent 
of sales to trend upwards in the next six months, 
“slightly” and “seasonably up” in two companies. One 
company believes inventories as a per cent of sales 
will trend downward in the next six months. 

The three heating and plumbing supplies manufac- 
turers reporting on profits before taxes in the first 
half of 1954 are divided—one says “profits before taxes 
will be greater in the first half of 1954 than they were 
in 1953,” another believes they will be “about the 
same” and the third anticipates “25% less than for 
the first half of 1953.” 


Industrial Machinery—General 


Only one out of the five manufacturers of general 
industrial machinery reporting expects that new 
orders in the first half of 1954 “will exceed by 10% 
new orders received during the first half of 1953.” The 
other four producers predict declines ranging from 
“70” to “95%.” 

Two of the five companies think that dollar billings 
likewise will be lower by 8% and 10%, respectively, 
in the first half of 1954 as compared with a year ago. 
Three other cooperators predict that “there will be 
virtually no change” in dollar billings, although in one 
case this will result in a “reduction in our backlog.” 

Four out of six cooperating companies anticipate 
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no change in employment during the first half of 1954 
as compared with year-ago levels, while one firm plans 
“to add slightly to employment” and one company 
expects a “6% decline.” 

Five out of the six companies plan to reduce their 
average work week, in two instances “by a reduction 
in overtime”; and one company expects “the average 
work week for the first half of 1954 to be just about 
comparable to the first half of 1953.” 

Backlogs have been materially reduced by five 
out of the six cooperating manufacturers of general 
industrial machinery. 

One executive writes: 


“Our backlog today is approximately one half the size 
of our backlogs a year ago. Today our backlog varies 
from no backlog at all on products ordinarily made ahead 
of order (that is for stock) to about six months for items 
made to order under customer contract.” 

From a second company comes this report: “Our 
backlog on October 31 was around 32% below that of 
a year ago. This reduction is entirely accounted for by 
a shortening of the government’s commitments on 
defense subcontracts we are handling.’ Other com- 
panies’ backlogs show declines of “25%,” “10%” and 
“9%,” from a year ago. Only one company reports 
current backlogs as “comparable” to last year’s. 

All six companies expect further reduction in their 
current backlogs during the next six months ranging 
from “8%” to “25%.” 

The tally on current inventories as a per cent of 
sales compared with those of a year ago is: higher— 
two companies (plus 1214% and plus 5%); lower— 
two companies (minus 10% and minus 20%); the 
same—two companies. 

Five out of the six reporting companies expect 
inventories as a per cent of sales to trend downwards 
during the next six months. The remaining company 
expects “little change.” One executive notes: “At the 
end of allotments and elimination of many procure- 
ment difficulties, a program was instituted to reduce 
inventory to reflect the present competitive situation 
instead of the economic situation produced by the 
Korean war.” 

Whereas two producers expect profits before taxes 
for the first half of 1954 to be up “slightly” over 
the same period of 1953, four manufacturers of gen- 
eral industrial machinery predict lowered profits, in 
three instances, by “20% to 25%,” “15%,” and “10% 
or 20% lower.” 

On the optimistic side, one executive reports: 


“Profit levels during the first half of 1953 were low 
due to price ceilings which had been in effect for two years. 
During that period we had substantial payroll and mate- 
rial cost increases without corresponding price increases. 
Some price adjustments have been made during the past 
few months which should tend to bring profit margins 
back reasonably close to 1950 levels.” 


On the bearish side is the following comment by 
one company ofiicial: 

“Qur profits before taxes in the first half of 1954 will 
be proportionately less than in 1953 because of a reduction 
in billings. There will be a slight offset because of some 
saving in overtime and a reduction in the amount of work 
now being subcontracted.” 


Industrial Machinery—Specialized 


New orders in the first half of 1954 are estimated to 
run lower than a year ago for five out of ten report- 
ing manufacturers of specialized industrial machinery, 
the largest decline mentioned being “5% to 10% lower 
than for the first half of 1953.” On the other hand, 
two producers expect that new orders for the first 
half of 1954 “will compare favorably” and “will be 
approximately 10% above” those of a year ago, and 
three companies expect “about the same levels to 
prevail.” 

Four out of the ten companies commenting on the 
outlook for dollar billings in the first half of 1954 
predict declines from year-ago levels ranging from 
“10% less” to “approximately 25% less.” Two com- 
panies expect billings to be higher than in the first 
half of 1953 and four producers see little change in 
their first-half 1954 billing prospects from a year ago. 

Two companies see their employment in the first 
half of 1954 “slightly higher” than a year ago, and 
two predict increases in employment of “about 15%” 
and “5% to 10%.” Three other producers estimate 
that employment in the first half of 1954 will be down 
“10%,” “about 15%” and “20%” from the levels 
prevailing in the first six months of 1953, and four 
companies expect no changes in employment levels. 

Five out of the eleven cooperating producers of 
specialized industrial machinery will have a shorter 
work week in effect in the first half of 1954 than a 
year ago, while three companies expect to maintain a 
longer work week and three others say that “there will 
be no substantial change in average hours worked 
per week.” 

Only one out of eight reporting companies has ex- 
perienced a great change in the size of current back- 
logs of unfilled orders compared with a year ago— 
“down 50%.” One other company reports that “back- 
logs are somewhat less now,” two companies say they 
“are slightly higher,” and four associates report no 
change from a year ago. 

Three companies expect backlogs of unfilled orders 
to trend downward in the next half year, a decrease 
of “50%” being mentioned in one case, as against one 
executive who “looks for some improvement, possibly 
10%-20% over the coming six months” and three 
producers predicting no change. 

Inventories as a per cent of sales are higher at 
the present time than a year ago in four out of nine 
reporting companies, although only “slightly” in two 
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cases. In three other companies, current inventory- 
sales ratios are “1% down,” “decreased by 6%” and 
“10% lower” than a year ago. Two companies indi- 
cate no change. 

Five out of the eleven cooperating manufacturers 
of specialized industrial machinery expect to reduce 
inventories as a per cent of sales in the next six 
months, compared with two companies that plan 
higher inventory-sales ratios. ‘The reasons given for 
higher inventories as a per cent of sales are “stocking 
of a new machine we have put out, which was getting 
its original market start in 1953,” and “improved 
service to customers.” 

In four companies inventories as a per cent of sales 
are planned to be maintained unchanged over the next 
six months. 


Five out of eleven cooperating companies expect 
first-half 1954 profits before taxes to be lower than 
a year ago, some of the specific figures quoted being 
“down 30%,” “down 25%” and “a decline of 15%- 
20%.” Three companies predict higher profits before 
taxes. One executive company writes: 


“We expect our profits before taxes for the first half of 
1954 to be higher than they were for the first half of 1953, 
owing to the fact that we have reduced our overhead and 
expenses in line with the reduced operating level which 
now exists. This change was not accomplished until the 
first half of 1953 was substantially over.” 


Another three companies say that “profits before 
taxes for the first half of 1954 will be approximately 
the same as in the first half of 1953.” 


Instruments and Controls 


Three of four cooperating manufacturers of instru- 
ments and controls indicate that new orders in the 
first half of 1954 will “drop 20%,” “decline 10% to 
15%” and “be slightly under” what they were in the 
first half of 1953, in one company “primarily due to a 
tapering off of capital expenditures in the industries 
largely accounting for instrument business.” 

Dollar billings in the next six months are expected 
to “hold fairly close” to the first half of 1954 in two 
cooperating companies “due to the existence of some 
backlogs” which can be worked against. Two other 
producers expect lower billings in the first half of 
1954. Three out of the four companies expect to 
maintain employment in the first half of 1954 un- 
changed from a year ago, but in one company “em- 

‘ployment will be about 10% lower.” 

Three out of the four respondents will have a 
shorter work week in effect in the coming six months’ 
period than a year ago owing to the elimination “of 
most overtime, except for emergency purposes” in 
two cases. One cooperator feels that “the average 
work week in the next six months will compare rather 
favorably with the first half of 1953.” 
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The three instruments and controls producers re- 
porting on the size of current backlogs indicate them 
to be lower than a year ago, down “30%” and “35%” 
in two. instances. Two of these three companies be- 
lieve “backlogs will probably remain the same during 
the first half of 1954,” while one executive “expects 
them to decrease even more.” 

Inventories as a per cent of sales are down in two 
cooperating companies by “23%” and “7%” com- 
pared to a year ago; in one company this ratio “is 
higher” and in a fourth company “inventories as a per 
cent of sales are pretty close to what they were the 
first six months of 1953.” 

Two respondents expect inventories as a per cent 
of sales during the next six months to remain “about 
the same,” although in one case “there will be a slight 
trend downward in the total volume.” Another pro- 
ducer anticipates higher inventory-sales ratios and 
one company predicts lower inventories as a per cent 
of sales. 

Profits before taxes in the first half of 1954 are 
estimated to be “comparable” with the first half of 
1953 by two instruments and controls manufacturers. 
Says one executive: 


“Profits should be somewhat in line with what they 
were in 1953. We are still suffering continuous cost- 
increase squeezes without complete freedom on the price 
end, but some cost-saving advantages are taking effect as 
a result of 1953 activities. So we are hopeful that we 
can just about hold our own.” 


Two companies expect lower profits before taxes in 
the first half of 1954 compared with the first half of 
1953; one estimates “profits before taxes will be 
smaller in 1954, possibly 30% smaller, depending upon 
our ability to reduce expenses in line with the reduc- 
tion in sales volume.” 


Machine Tools 


Five out of eight machine-tool builders reporting 
on their new-orders outlook for the first half of 1954 
predict declines from year-ago levels. In two com- 
panies, new orders “will be down about 50%.” How- 
ever, one executive explains that “this is not as bad 
as the figures would indicate since there was an extra- 
ordinarily high surge of new orders in the first half of 
1953 as a result of the lifting of government restric- 
tions on certain critical types of machine tools.” Other 
companies expect declines of “15% to 20%,” “between 
10% and 15%” and “14% lower.” 

Three producers believe “new orders for the first 
half of 1954 should compare favorably with new orders 
for the first half of 1953.” 

Poorer year-to-year comparisons for dollar bill- 
ings are forecast in the first half of 1954 by six out of 
eight respondents. In one company, billings will be 
“somewhat below” those for the first half of 1953, 
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while other producers expect declines of “5%,” “10%- 
15%,” “between 10% and 15%,” “15% to 20%” and 
“about 30% off.” 

Two companies predict billings in the next six 
months will be “up approximately 25%” and “some- 
what better” than a year ago. 

Five out of eight cooperating companies expect to 
maintain employment in the first half of 1954 at the 
same level prevailing in the first half of 1953. One 
executive comments: “In our type of business, which 
requires considerable educational work, if, in our 
judgment, a recession or an adjustment is only short 
lived, we make it a point not to lay off any of our 
force.” 

In two companies employment during the next six 
months’ period will be “very slightly lower” and will 
“slide about 20%” from the first half of 1953. One 
company “expects employment to be up approxi- 
mately 25%.” 

A shorter work week will be in effect during the 
first half of 1954 in five out of seven reporting ma- 
chine-tool companies. Excerpts from some letters 
read as follows: 


“Our average work week will be considerably lower. We 
anticipate working little, if any, overtime during the next 
six months, whereas during the first of 1953 we averaged 
around forty-eight hours a week.” 


“We have already cut our work week to forty-five hours 
and expect to go down to an average of forty hours in 
the first half of 1954.” 

eee 


“We have now reduced our work week from six days 
to five days.” 
ee @ 


“Our average work week for 1954 will be 41144 hours 
as compared to 42% hours in 1953.” 


On the other hand, one firm will increase its work 
week in the first half of 1954 over a year ago by 25% 
and one producer sees his work week as “unchanged.” 

Only one out of eight companies reports that cur- 
rent backlogs of unfilled orders will be higher than a 
year ago by “approximately 1214%.” At six other 
companies, backlogs have been reduced by “50%,” 
“one third,” “20%,” “8%,” and are “considerably 
less” and “off percentagewise” from a year ago. In 
one company, “our backlogs this time last year were 
comparatively small, and this situation remains about 
the same.” One producer feels that the reduction in 
his company’s backlogs is not entirely unfavorable: 


“This is actually a healthy situation for the machine- 
tool business, which has been handicapped with very long 
delivery. It is very possible that improved deliveries will 
enable us to obtain some business which would not have 
been possible under conditions of very long deliveries.” 


Four cooperating companies expect “further de- 
creases” in their backlogs over the next six months, 
while two expect backlogs to remain “constant.” 

Despite a general weakening in the new-orders, 
billings and backlogs situation, all seven machine-tool 
builders commenting on their inventories as a per 
cent of sales report decreases from a year ago, indicat- 
ing a good control over inventories. In fact, as one 
executive writes: “We think that we have arrived 
at a position where our inventories are about as low, 
businesswise, as we should permit them to go. Deliv- 
eries from our sources of supply are much better than 
they were some time back; therefore, it makes it 
much simpler to keep our inventories balanced, in 
accordance with sales volume.” 

Whereas one producer believes that “inventories 
will likely trend upwards next year due to new 
products,” five companies still see the trend as down- 
ward and one company expects “little trend up or 
down.” 

One executive notes: 

“While at present our inventories are still declining, 
this decline is now at a more moderate rate and after the 
first quarter of 1954 we expect to hold a balanced and 
level inventory for the remainder of the year.” 

Four out of seven companies estimating their profits 
before taxes in the first half of 1954 expect declines 
from the first-half 1953 level. At least one of these 
companies feels that “with a lower renegotiation con- 
tingency and the possibility of obtaining some of the 
proposed tax relief, net profits after taxes for the first 
half of 1954 could compare very favorably with those 
of the first half of 1953.” 

One producer expects “profits before taxes for the 
first half will be one third to one half better than the 
first half of last year,” and two companies predict 
“about the same profits” as in the first half of 1953. 


Nonferrous Metals 


New orders for the first half of 1954 “will compare 
unfavorably” with orders for the first half of 1953 at 
five out of the six cooperating nonferrous metals com- 
panies, with declines of “20%,” “138%” and “10%” 
envisaged by three companies. However, one pro- 
ducer expects “some pickup in new orders in the first 
half of 1954 compared with a year ago. This situation 
is partly a reflection of a special situation in that the 
civilian use of many products of our rolling mills has 
only recently been liberated from government 
control.” 

Three companies expect billings in the first half of 
1954 to be lower than a year ago, decreases of “5%” 
and “8% to 10%” being mentioned, and two other 
respondents expect about the same volume of dollar 
billings. 

Only one producer expects to maintain employment 
in the next six months unchanged from a year ago. 
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Five companies indicate employment will be “less,” 
“modestly lower,’ “18% less,’ “down from 5% to 
10%,” and “2% or 3% less,” when compared to the 
levels prevailing in the first six months of 1953. 

Four nonferrous metals companies will have a 
shorter work week in effect in the first half of 1954 
than a year ago, and two firms plan no change in the 
length of their work week. 

All six cooperators report current backlogs smaller 
than a year ago. “Our backlog is 60% of what it was 
at this time last year,” writes one executive. “Current 
backlogs are only 64% of those on hand a year ago,” 
says another. Two other companies show declines in 
backlogs of “32%” and “about 20%.” One cooperator 
indicates: “This undoubtedly reflects inventory ad- 
justments of customers as well as modification in 
defense programs.” 

Three producers expect their backlogs to shrink 
still further in the coming half year “as present orders 
for advance delivery are completed and not replaced.” 
One company expects an increase “as soon as cus- 
tomers have greater confidence in prices.” And one 
producer says that “backlogs should stay at about 
the same level.” 

The inventory situation as reported by five non- 
ferrous metals companies is mixed. Two companies 
have inventories as a per cent of sales higher than a 
year ago by 32% and “by about 20%”; two companies 
report lower inventory-sales ratios and one company 
reports no change from a year ago. 

Three of these companies intend to reduce inven- 
tories as a per cent of sales in the next six months, 
one producer will increase them “because inventories 
have been low due to material shortages,” and one 
company expects “little change” in this ratio. 

Four out of the five cooperating nonferrous metals 
firms predict reduced profits before taxes in the first 
half of 1954 as compared with a year ago—“profits will 
decline along with sales” according to one official. 

One company makes this favorable report: 


“Profits before taxes for the first half of 1954 should 
be higher than the first half of 1953. We had some good 
price increases in 1953, which are holding up. Profits 
after taxes will be substantially greater because our excess- 
profits tax at the present time is running almost 75% as 
large as our net profit after taxes.” 


Office Equipment 


Three out of the four cooperating office equipment 
manufacturers anticipate higher levels of new orders 
will prevail in the first half of 1954 as compared with 
the first half of 1953. One company expects that 
orders will be “slightly above” a year ago, and two 
others predict an increase of “5% to 10%” and “15%.” 
Although a fourth company forecasts “a slight de- 
cline,” it indicates, nevertheless, that “our new-orders 
situation is healthy.” 
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Three producers expect dollar billings to be in- 
creased in the first half of 1954 over a year ago, and 
one company feels that they will be “approximately 
the same.” 

One executive writes: 


“While there is a possibility of a moderate decline in 
general business, we believe that the growth factor in 
our business is strong enough to offset any but a severe de- 
cline, and this we do not anticipate.” 


With improved sales prospects, two office equip- 
ment makers expect their labor force in the coming six 
months will be about “10% increased” and “up 5% 
to 10%” over the first half of 1953. One company be- 
lieves that employment “will be slightly below” year- 
ago levels and another firm “anticipates no significant 
change.” 

Two companies foresee no change in the average 
number of hours worked per week in the first half of 
1954 as compared with the first half of 1953, one co- 
operator says that “the work week will be somewhat 
shorter,” and another says “the average work week 
will be up slightly” during the next six months. 

Three producers report backlogs reduced from a 
year ago: 50% in one case, and 25% in another. 
According to one company: “Our current backlogs are 
about the same as last year. For several years now 
our backlogs have been nominal and vary more or less 
in proportion to the seasonal change in business.” 

Three companies reporting on the probable trend 
of their backlogs in the next six months estimate that 
their backlogs “will be constant.” 

The two companies reporting on inventories as a 
per cent of sales indicate an increase over a year ago, 
in one instance “due to the fact that sales have 
dropped faster than we have been able to cut inven- 
tories.” Two out of three cooperators expect to reduce 
their inventory-sales ratios in the coming six months, 
a seasonal phenomenon in one company, while the 
third company reports that inventories as a per cent 
of sales “will be approximately the same.” 

Two office equipment manufacturers expect that 
profits before taxes in the first half of 1954 will be 
“approximately the same” as in the first half of 1953. 
One executive writes: “We expect profits before taxes 
will be the same even though volume will be increased, 
and that increased costs on labor rates will nullify any 
additional profits which might be realized from addi- 
tional volume.” 

Another company believes profits will be “as good 
or somewhat better” and one company expects 
“profits before taxes for the first half of 1954 will be 
down approximately 15% to 20% from the level of 
the first half of 1953. We have encountered raw ma- 
terial increases, labor increases and a somewhat un- 
usual competitive price situation which accounts for 
the squeeze on profits.” 
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Of the four railroad equipment manufacturers re- 
porting, three expect to receive “somewhat” more new 
orders the first half of 1954 than a year ago, whereas 
one company anticipates the trend of new orders will 
be “slightly under” the first half of 1953. 


However, dollar billings will decline by “30%” and 
“10%” and “slightly” in the first half of 1954 as com- 
pared with a year ago. In the case of the first com- 
pany, “the decrease in over-all volume is primarily 
due to the completion of military contracts in the 
first half of 1954.” A fourth company expects “bill- 
ings will be higher in the first half of 1954 than those 
of the same period in 1953.” 


Two producers state that “employment will be up 
in the first half of 1954 from a year ago, while two 
others predict “a gradual decline” and “a 10% drop” 
in employment during the next six months compared 
with the first half of 1953. 

Two companies plan to hold their work week steady 
during the next six months and two companies plan 
to curtail the work week relative to a year ago. In 
one company, the shortened work week is feasible be- 
cause “there are more qualified workers available and 
also because we have added new equipment to elimi- 
nate machine bottlenecks.” 

In only one out of the five cooperating railroad 
equipment companies are current backlogs as large 
as a year ago. In four other companies, backlogs are 
“20% of those at this time last year due to heavy 
shipments on government contracts,” “approximately 
60% as high as last year,” “less” and “nearly as large.” 
One executive points out that “the backlogs a year 
ago were abnormally high, however, as many of the 
customers were placing their orders with a much 
greater lead time than they are at present.” 

Two producers expect backlogs will be lower six 
months hence. One company, however, expects a 
“10% to 15%” increase in backlogs, and one company 
expects backlogs to remain “fairly constant.” 

Inventories as a per cent of sales are “10% less” 
and 20% less than a year ago at two cooperators, and 
“10% larger” at a third company. Commenting on 
the six months’ outlook for inventories as a per cent 
of sales, one company says “upward,” in one company 
the ratio “will trend downward,” and a third company 
says “inventories will remain at about the present 
level in relation to sales.” 

Profits before taxes in the first half of 1954 will be 
“higher,” “somewhat less,” “15% less” and “about 
40% less” than in the first half of 1953, according to 
the reply of the four railroad equipment manufac- 
turers. One company expecting lower profits before 
taxes says that “profits after taxes are estimated to 
be somewhat higher than in the first half of 1953, 
pending the elimination of excess-profits taxes.” 


Steel 


The consensus of thirteen cooperating steel com- 
panies reporting on their business outlook for the next 
six months is for generally lower levels of new orders 
and billings, reduced backlogs of unfilled orders and 
lesser profits before taxes than in the first six months 
of 1953. 

Only one out of the thirteen steel producers report- 
ing expects new orders in the first half of 1954 “to 
be comparable” with those of a year earlier. The 
twelve remaining companies expect declines in new 
orders from a year ago estimated by some as “15% 
below” (two companies) “10% to 15% less,” “down 
about 12%,” “10% less” (four companies), and 
“slightly less” (two companies) . 

Eleven out of the thirteen producers likewise expect 
that dollar billings in the first half of 1954 will fall 
short of the volume in the first half of 1953 by 
amounts ranging from “substantially less” and “15% 
less” to “slightly lower, approximately 1% to 2%.” 
Presence of backlogs which can be worked off will 
moderate the decline in dollar billings in some in- 
stances, and “the price increases in the steel industry 
in the late spring of 1953 will also help hold dollar 
billings up.” Two companies expect “approximately 
the same” level of billings in the first half of 1954 as 
last year. 

Despite the prospect for generally slower business 
in the next six months, six out of thirteen cooperating 
steel companies expect “relative stability in the work 
force” as compared with a year ago. Seven producers 
estimate that their first-half 1954 employment will 
be lower than in the first half of 1953, the estimates 
being: “15%,” “a more than 10% reduction,” “10% 
below,” “down a matter of 5%” and “slightly lower.” 

Sharper cuts in the length of the work week in the 
coming six months than in employment levels are in- 
dicated by the replies of some of the nine companies 
predicting shorter work weeks as compared to the first 


half of 1953. A typical reply from one steel executive 
reads: 


“We believe the total employment will be about the 
same but that the work week would be somewhat reduced 
due to elimination of overtime and the setting of some 
departments on a less than full-time basis.” 


Three other companies “expect the average work 
week to remain unchanged.” 

Every single one of the twelve steel producers re- 
porting on the status of current backlogs of unfilled 
orders tells of “substantial” reductions from a year 
ago. One steel executive writes: “We really have no 
backlogs of orders today as operations are dependent 
on what comes in from week to week.” Another co- 
operator indicates current backlogs are “insignificant” 
compared with a year ago and one producer’s backlogs 
are less than 10% of last year’s levels. 
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Another producer whose current backlogs are “ap- 
proximately 20% lower,” believes that “the industry 
in general will revert to a hand-to-mouth buying prac- 
tice and that backlogs will become less significant as to 
trend.” Adds one steel producer: “We expect this 
situation to continue owing to the fact that schedules 
are not overly full.” 

Additional companies report their current backlogs 
to be “off approximately 50%,” “between 35% and 
40% lower,” “two months’ production compared with 
three months in the early part of next year,” and 
“off 25%.” 

While two cooperating steel companies say “some 
further slight decline may be in prospect” for back- 
logs, three companies expect their backlogs will grow 
larger in the coming six months and six others foresee 
stability in their backlogs of unfilled orders. 

Only one out of twelve steel companies reporting 
has been able to reduce inventories as a per cent of 
sales by “about 5%” from year-ago levels, whereas 
six companies show current inventory-to-sales ratios 
“714% higher than a year ago,” “up 25%,” “about 
14% higher,” “increased by several percentage points,” 
“slightly” and “only nominally higher” than twelve 
months earlier. 

Five other producers’ inventories as a per cent of 
sales are about the same as a year ago. 

The count on the probable trend of inventories as 
a per cent of sales during the next six months shows: 
higher—three; lower—four (“seasonally downward” 
in one case) and level—four. 

Eight out of the twelve steel producers giving esti- 
mates of their profits before taxes in the first half of 
1954 expect that they will be less than those in the 
first half of 1953. One executive writes: 


“TI anticipate that our profits before taxes for the first 
half of 1954 will be down one third as against 1953; but, 
as against this, with the elimination of the excess-profits 
tax, net earnings will be down only about 10%.” 


Other percentage declines indicated are “20% less,” 
“15% less,” and “profits before taxes will be off about 
10% for the first half of 1954 compared with 1953.” 

Four producers expect that profits for the first half 
of 1954 will be comparable with the first half of 1953 
levels, in one case “reflecting increased efficiencies 
from new equipment and lower raw material costs.” 


. Miscellaneous Metals 


“The amount of business offered may be less and 
competition may be more severe,” writes one of the 
five producers of miscellaneous metal products pre- 
dicting lower levels of new orders in the first half of 
1954 as compared with the first half of 1953. Declines 
of “approximately 10%” are mentioned by two com- 
panies and “2% or 3%” by another firm. One expects 
“incoming orders in the first half of 1954 to be com- 
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parable” with year-ago figures. Three others made no 
prediction on this point. 

Despite estimated lower new orders in the first 
half of 1954, two companies expect “dollar billings 
are likely to be more than those for the first half of 
1953 because we still have a relatively large backlog.” 
Two cooperating companies expect about the same 
volume of billings in the first half of 1954 as a year 
ago and two other producers expect billings will be 
“slightly below” those for the first half of 1953. 

Four out of seven cooperating companies making 
miscellaneous metal products see “no change” in em- 
ployment in the next six months as compared with a 
year ago, while two producers expect “favorable com- 
parisons” and one producer says “employment will 
be slightly down.” 

Two out of the seven reporting companies predict 
that “the average work week in the next six months 
will be off from a year ago owing to the reduction of 
overtime,” while the remaining five plan “the same 
work week” as a year ago. 

Five out of the eight cooperating miscellaneous 
metals products companies have smaller backlogs of 
unfilled orders than a year ago, reductions of “28%,” 
“about 25%,” “20%” and “15%” being indicated. On 
the other hand, one cooperator reports that “our 
backlogs of firm business is about 10% higher than it 
was a year ago” and two report no change. 

Three out of seven cooperating companies estimat- 
ing the expected trend of backlogs over the next half 
year foresee “not much change” and four companies 
expect reductions “to be slight,” “about 3%,” and 
“10%.” 

Two companies report having reduced their inven- 
tories as a per cent of sales by “10%” and “25%” 
from a year ago. At one company inventories are 
“slightly higher,” while four companies report inven- 
tories as a per cent of sales “about the same” as a 
year ago. 


Four companies expect inventories as a per cent 
of sales to trend downwards in the coming six months, 
while one producer reports that “it appears our inven- 
tories as a per cent of sales will trend upwards during 
the next six months. This is partly because we may 
accumulate some unsold steel so that we can make 
quicker shipments.” ‘Three other cooperators esti- 
mate that “inventories as a per cent of sales should 
hold at approximately the present level for the next 
six months.” 

Three out of six responding manufacturers of mis- 
cellaneous metal products estimate that profits before 
taxes in the first half of 1954 will be “about the 
same” as a year earlier, and two companies say that 
“profits before taxes should be better.’ The sixth 
cooperator explains: 


“Because of our firm contracts at fixed prices, we antici- 
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pate a slight decrease in our net profits before taxes for 
the first six months of 1954. Our labor costs are higher 
than they were prior to September 1, 1953; and up to the 
present time we have experienced no decreases in material 
costs worth mentioning.” 


NONMETAL INDUSTRIES 
Building Materials and Supplies 


Two out of three cooperating building material pro- 
ducers indicate that new orders for the first half of 
1954 will exceed by “10% to 15%” and “5% to 10%” 
new orders for the same period in 1953, while billings 
will be “10% to 20%” and “10% to 15%” higher. 
The third company believes that “over-all, new orders 
will be slightly off for the first half of 1954.” 

As for total employment in the first half of 1954, 
one company thinks it will be “somewhat greater,” 
but the other two see “very little change” from the 
first half of 1953. Regarding the length of the aver- 
age work week, one company expects an increase, 
one company “a decrease” and one company feels 
“the average work week in the next six months will 
be at least as high as in the first half of 1953.” 

One building material manufacturer reports his 
current backlog of unfilled orders “exceeds by 35%” 
those at this time last year, while a second company 
reports a 5% decrease in its backlog. While one pro- 
ducer expects a rise in unfilled orders, it may be less 
than the usual seasonal upturn. Another company 
feels “backlogs should hold about at the present level 
in the next six months.” 

Inventories, as a per cent of sales are “about the 
same” as a year ago at one company, “below normal” 
in the second company, and “higher” in a third firm. 
All three cooperating building material manufacturers 
expect to build up their inventories seasonally in the 
next six months. 

Two out of the three cooperating companies expect 
“higher” profits before taxes in the first half of 1954; 
in one case there will be “at least a 25% improve- 
ment” over the first half of 1953. One executive points 
out: “It should be stated that the anticipated increase 
in profits is due to an expansion of our manufacturing 
facilities with a resultant decrease in unit costs.” 

The third company “does not anticipate any sub- 
stantial change in profits before taxes.” 


Chemicals 


Eleven cooperating chemical manufacturers pre- 
dict a general slowing down in the rate of growth of 
their operations in the coming six months. 

Two out of the eleven producers anticipate “some- 
what lower” levels of new orders in the first half of 
1954, down “perhaps 15% from early 1953 levels” and 
“not more than 5%.” Three other firms expect little 
change, and one producer expects that “orders will be 


higher than in the first half of 1953.” The five re- 
maining companies indicate that they forecast bill- 
ings, but not new orders. 

No change in dollar billings during the next six 
months is indicated by six chemical producers; an- 
other two look for higher billings than in the first half 
of 1953, owing in one instance “to the initiation of 
operations of a new production unit”; and three com- 
panies predict billings will be lower by “up to 5%,” 
“5% or 10%,” and “8% to 10%.” 

Stability is also indicated as far as employment 
and hours of work are concerned. Seven out of the 
eleven cooperating companies expect to employ about 
the same numbers in the first half of 1954 as a year 
ago, while two companies plan to increase their labor 
force and two companies foresee lower employment 
levels by “5% to 6%” and “a little below employment 
early in 1953.” None of the reporting chemical con- 
cerns plans to increase its work week, but three 
expect average hours worked to decline somewhat. 
One of these companies expects “to eliminate a lot of 
the overtime that was prevalent in 1953 without a re- 
duction in output.” 

In those companies where backlogs are a meaning- 
ful measure of activity, two report them “unchanged 
from a year ago” and one executive indicates that they 
“have been shrinking all year. Some further decline is 
probable in the first half of 1954.” The other two co- 
operators foresee no change in their backlogs during 
the next six months. 

Seven chemical companies report “slight” to mod- 
erate rises in inventories as a per cent of sales since 
a year ago, but at least one executive points out that 
“last year’s ratio was unnaturally low.” On the other 
hand, two cooperators report that inventories as a per 
cent of sales are “1% lower” and “well below” the 
level of a year ago, and in one company “inventories 
are about the same.” 

It is the intention of five cooperating chemical 
manufacturers to reduce inventories as a per cent of 
sales in the coming six months. In one case “inven- 
tories are up about 8% over a year ago, but will be 
down somewhat by the end of the year and by June, 
1954, should be no higher than the year before.” An- 
other two respondents feel their inventories will rise 
in relation to sales and three companies see “no sig- 
nificant change next year.” 

The score card on profits before taxes for the first 
half of 1954 compared with the first half of 1953 shows: 
higher—three companies; about the same—one com- 
pany; lower—five companies. One of the companies 
expecting improved profit comparisons attributes this 
to the “additional billings from our new plant.” 

Reasons cited for lower profits are “increased costs 
which probably cannot be recovered in price,” “lower 
eer and “we will adjust some of our prices down- 


BUSINESS RECORD 


Food 


Four out of nine food manufacturers reporting on 
their outlook for new orders in the coming six months 
expect them to run “20% in excess of the first half 
of 1953,” “110% of the same period in 1953,” “5% to 
10%” higher and “slightly higher.” Another three 
companies expect little change from a year ago and 
two cooperators expect a lower level of new orders 
“to the extent of 5%” in one concern. Four others 
did not hazard a guess on future orders. One food 
company executive points out: 


“There is so much talk about a prospective slide in 
business that people everywhere are being more conserva- 
tive.” 


Another producer describes the situation as follows: 


“Future buying has practically come to a stop in the 
food industry. There is plenty of merchandise available 
and buyers purchase from manufacturers’ stocks, as re- 
quired.” 


Four out of eleven cooperating food companies re- 
porting on the point expect dollar billings in the first 
half of 1954 to be higher than a year ago by “20%,” 
“10%,” “5% to 10%,” and “at least 5% larger, despite 
the fact that our selling prices will average a little 
lower in the first half of 1954.” In five other food 
companies, the outlook is for lower dollar billings, fall- 
ing off “as much as 10%,” according to one executive. 
Lower selling prices are mentioned as the major con- 
tributing factor by two of these firms. Another two 
companies “expect there will be little difference” be- 
tween billings in the first half of 1954 compared with 
those in the same period of 1953. 

“No material change” in the level of employment 
nor in the length of the work week during the next 
six months is contemplated by eleven out of the 
thirteen cooperating food manufacturers, with one 
firm predicting a “slight increase” in both, and one 
firm ‘“‘a slight decrease due to the further adoption of 
labor-saving devices.” 

Most of the food companies replying indicate “our 
business does not have a significant backlog situation. 
Deliveries have been and are expected to continue to 
be current on all orders.” Of the two companies re- 
porting on backlogs, one states that “current backlogs 
are up 1.6% and will remain at that level,” while the 
other sees “no substantial change in sight compared 
_ with 1953.” 

Four companies report that their inventories as a 
per cent of sales are currently “smaller than at this 
time last year,’ “comparatively low,” “7% below,” 
and “down 3%” from a year ago. Only one company 
reports inventories as a per cent of sales “higher” 
than a year ago, six other cooperators see no change. 

Six reporting food companies are evenly divided 
on the outlook for inventories six months hence, two 
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expecting an increase, two predicting a downward 
trend (“downward rather sharply” in the words of one 
executive), and two foreseeing no change in their in- 
ventories as a per cent of sales. 

Four food producers expect higher profits before 
taxes during the first half of 1954 than during the 
corresponding period of 1953. One executive men- 
tions a “14% increase in profits before taxes in the 
first half,’ while another company official expects 
“moderately larger” profits. Two companies foresee 
lower profits. 

Six other food manufacturers anticipate that 
“profits before taxes for the first half of 1954 will be 
about the same as for the first half of 1953.” 


Leather Products 


Of four leather products manufacturers reporting 
on the outlook for new orders and dollar billings in 
the first half of 1954, two say that these will be 
“slightly behind 1953” and “at least 5% less.” The 
other two cooperators expect to book about the same 
volume of new orders as a year ago and look for un- 
changed billings as well. 

While one leather company expects to employ 
“possibly 5% more” workers in the coming six months, 
three producers “judge employment will be about the 
same in 1954 as in 1953,” and one executive believes 
that his company “will probably employ fewer 
people.” Regarding the length of the work week, one 
cooperator expects “improvement.” One _ predicts 
“hours worked will be down,” and one states that the 
average work week will be about “the same as for the 
corresponding period in 1953.” 

Three out of the five cooperating leather products 
firms report their current backlogs of unfilled orders 
are “about the same” as a year ago. In one company 
“the current backlog is higher than at this time last 
year. This is partially due to getting our salesmen 
on the road earlier.” Another company official reports 
that his company’s backlogs are “about 15% less. 
We expect our backlogs to increase, however.” 

Two other companies reporting on the expected 
trend of their backlogs over the next half year foresee 
little change. 

Little change has occurred in the inventories as a 
per cent of sales for the five reporting producers 
compared with a year ago: Two companies report in- 
ventories as “slightly higher” and “3% greater.” In 
one company, inventories as a per cent of sales are 
“slightly lower” than a year ago and two companies 
report constant inventories. As for the six months’ 
outlook, one firm says that “the trend will be down- 
wards” and one company says “upwards.” 

Only one out of the five leather products manufac- 
turers expects profits before taxes in the first half of 
1954 to be equal to those in 1953, while four com- 
panies appraise their profit prospects as follows: 
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“slightly lower,” “lower,” “off substantially from 
1953,” and “quite considerably lower,” due primarily 
to “more competitive conditions in our industry.” 
Minis 

Three out of four mining companies reporting on 
their new orders and billings prospects in the first 
half of 1954 estimate that they will be “one fifth to 
one fourth less,” “20% less” and “slightly less” than 
a year ago. One cooperating company feels that “new 
orders and billings for the first half of 1954 will be as 
good as in the same period of 1953.” A fifth made no 
forecast of new orders or billings. 

While two producers plan no changes during the 
first half of next year in the size of their labor force, 
three others estimate that their employment in the 
first half of 1954 will be “approximately 10% less,” 
“10% less” and “slightly lower” than in the first half 
of 1953. 

Only one reporting company expects to maintain 
the length of the work week unchanged from the first 
half of 1953. Four cooperators report: “The average 
work week will be approximately 10% less,” “4% less 
than the first half of 1954,” “slightly lower” and “over- 
time will be cut back sharply.” 

Current backlogs of unfilled orders are less than 
a year ago in four mining companies. In one case, 
a 13% decrease is indicated and in two instances back- 
logs are “substantially less” and “slightly lower.” A 
fifth company, however, reports that “our current 
backlogs are higher than at this time a year ago.” 

Two of the five cooperating mining concerns ex- 
pect further reductions in their backlogs in the com- 
ing six months, while three companies indicate “not 
much change.” 

Inventories as a per cent of sales are unchanged 
from a year ago at three reporting firms and “slightly 
higher” at a fourth. One mining executive expects a 
seasonal rise in his company’s inventories in the next 
six months, and in two companies no change is ex- 
pected. According to one respondent, “inventories are 
running about the same, which is very low, and will 
so continue.” 

Profits before taxes for the first half of 1954 will 
be “10% to 15% less,” “decreased” and “trend down” 
from year-ago levels in three cooperating mining 
companies, and “approximate” first-half levels for 
the remaining two producers. One company official 
bases his forecasts of steady profits on the following: 


“There should be some saving owing to reduced over- 
time and in addition we have a strike loss in 1958 which 
we will not have this year. In general, for the next year 
we expect a decrease in the net results from operations 
due to some shrinkage in volume and increased wage costs 
which cannot be passed on to the consumer under exist- 
ing conditions. We are hopeful, however, to hold this 
shrinkage within nominal limits.” 


Paper and Paper Products 


Four out of eight paper producers reporting expect 
to receive a larger volume of new orders in the first 
half of 1954 than in the first half of 1953, two of the 
estimates given being “10% higher” and “514% above 
the first half of 1953.” One paper producer writes: 


“We expect some recession in several of our established 
products, but that will be more than offset by changes in 
the composition of our lines made possible by new equip- 
ment recently installed and by product development.” 


Three other producers believe new orders compared 
with a year ago will show “a drop of 5% to 10% in 
the first half of 1954,” “4% less,” and “3% to 5% 
lower.” One cooperator feels that “it will require an 
intensified selling effort in the first half of 1954 to 
match the new orders received in the first half of 
1953.” 

Five producers expect that dollar billings in the 
first half of 1954 will be higher than a year ago, while 
three companies predict a lower level of billings. In- 
creases of “8% to 9%,” “512%,” and “approximately 
5%” are mentioned, while the bearish contingent pre- 
dicts declines in billings of “5% to 10%,” “2% to 4%” 
and “less than 2%.” One company official points out 
that “our dollar billings will probably exceed the 1953 
period by a somewhat larger amount due to certain 
price increases during the last half of 1953 which we 
expect to hold during the first six months of next 
year.” 

Three out of eight respondents expect employment 
in the first half of 1954 to exceed the level of the first 
half of 1953, while the remaining five companies report 
that “total employment will be the same in both 
periods.” One executive adds that “any downward 
pressure would likely be absorbed by a shorter work 
week.” 

Four of the nine paper manufacturers reporting on 
this point believe the average work week during the 
next six months “will slightly exceed the hours worked 
in the first half of 1953.” Says one official: “This is 
due to the fact that there was some reduction in our 
schedule in the first half of 1953 in order to reduce 
inventories accumulated when demand was less than 
production in the latter half of 1952.” 

Little change in the length of the work week is ex- 
pected by three other producers. However, one com- 
pany reports that its “work week will be reduced by 
approximately 4.75%.” And another says: “Our aver- 
age work week may diminish somewhat, although by 
less than the indicated decline in billings, since our 
inventories of stock items are low and any slacking 
of business will be utilized to rebuild them.” 

_Two companies report their current backlogs to be 
higher than a year ago by “13%” and “6%.” Three 
other paper manufacturers find their current backlogs 
“35% below,” “16% lower” and “somewhat below the 
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level of a year ago.” At another three companies 
“current backlogs are about the same as last year.” 

Regarding the trend of backlogs over the next six 
months, two companies estimate “up”—in one case by 
15%; two companies estimate “lower”; and two com- 
panies “expect-no major change.” 

Not one company reports current inventories as a 
per cent of sales to be higher than a year ago. Four 
companies have lowered their inventory-sales ratios 
as compared to last year—and “we are still continuing 
a process of better inventory control,” says one ex- 
ecutive. At three companies, inventories as a per 
cent of sales are unchanged from a year ago. 

In two companies where “inventories at the present 
time are way below normal, inventories as a per cent 
of sales are expected to trend upwards in the next six 
months.” Five other paper producers expect “inven- 
tories will be maintained at about present levels” for 
the next half year. 

Five out of eight paper producers reporting on the 
point predict higher profits before taxes in the first 
half of 1954 as compared with 1953, while two com- 
panies expect “25%” and “9%” decreases in profits 
before taxes from those in the first half of 1953. One 
“expects little change in the profits picture.” 


Petroleum 


A relatively stable level of operations during the 
next six months is indicated by the replies from five 
petroleum companies. Four out of the five cooperat- 
ing petroleum companies predict that dollar billings 
in the first half of 1954 will be greater than a year ago 
by “5%,” “by moderate amounts,” and “slightly.” 
One executive indicates that “dollar billings will be 
higher in comparison with early 1953 because there 
were general increases in petroleum prices in Febru- 
ary, 1953.” One company expects dollar billings will 
be down by “1%.” 

All five companies estimate that their average work 
week will remain unchanged during the first half of 
1954, and but one firm indicates a change in employ- 
ment which “during the first half of 1954 should 
slightly exceed the levels prevailing during the corre- 
sponding period of 1953.” 

Inventories as a per cent of sales are higher than 
a year ago at four out of the five oil companies, in 
some cases “due largely to accumulating heating-oil 
stocks, caused by warmer-than-usual weather.” A 
petroleum executive writes that “inventories are 
somewhat higher than a year ago, but the former level 
was hardly adequate in relation to sales.” In one 
company, inventories are “17.5% of sales compared 
with 19.1% a year ago.” 

Two companies expect to reduce their inventories 
as a per cent of sales in the next six months and one 
cooperator feels that “some increase in this relation- 
ship may materialize.” 


JANUARY, 1954 


45 


Three reporting petroleum companies rate their 
profit potentials before taxes during the first half of 
1954 as “moderately higher,” “slightly increased,” and 
“a little better” than in the first half of 1953, and two 
companies expect to earn about the same amount 
before taxes as a year ago. 


Textiles and Products 


This excerpt from the letter of one of the nine co- 
operating textile executives sums up the general tenor 
of their replies on the outlook for business in the next 
six months. 


“Tt is clear that we are again in a period of decline that 
has characterized the business cycle in the textile industry. 
This turn in the market developed in the summer of 1953 
following a year of recovery and we are not anticipating 
any significant change in 1954 from the conditions pre- 
vailing currently.” 


Five out of eight textile companies responding feel 
that new orders in the first half of 1954 will be “at 
least 25% lower than those for the same period of 
1953,” “10% to 15% below,” “10% lower,” “a little 
lower,” “will not compare favorably” with orders for 
the first half of 1953. Only one company estimates 
“new orders will be approximately 10% higher,” while 
two companies expect that “new orders for the first 
half of 1954 will be about the same as for 1953.” 

Four out of seven cooperating producers predict 
dollar billings will be lower in the first half of 1954 
than in the first half of 1953. One executive, expect- 
ing a 10% billings decline, attributes “about half of 
this decline to a lower volume of government busi- 
ness than was experienced in 1953, and the balance to 
the declining trend of business and extreme competi- 
tive conditions in the textile industry.” On the other 
hand, one of the two companies expecting about the 
same level of billings says that this is due to “a rela- 
tively new product which seems to have a soundly 
expanding market.” One producer forecasts his first- 
half 1954 billings 10% ahead of the year-ago figure. 

None of the cooperating textile companies expects 
to employ more people during the first half of 1954 
than a year ago, while four concerns expect reduc- 
tions in employment ranging from “10%-15%” to 
“QQ.” Another three companies plan to “maintain 
essentially the same total employment during the first 
half of 1954 as during 1953.” Similiarly, four com- 
panies plan reductions in the length of their work 
week and three plan no changes. In two of the 
companies, the work week will be shortened “prin- 
cipally by the elimination of overtime operations.” 

Only two out of seven cooperating textile firms 
report their current backlogs unchanged from a year 
ago. On the other hand, some of the comments of the 
remaining five producers are: “Our backlogs at the 
present time amount to practically zero,” “current 
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order backlogs at slightly more than half what they 
were at this time last year,” “backlogs are greatly re- 
duced,” “order backlogs are the least since the spring 
of 1952.” 

All four textile manufacturers venturing to predict 
the trend of backlogs during the next six months ex- 
pect “neither an increase nor a decrease.” 

Three companies report inventories as a per cent of 
sales to be higher than a year ago, up “257%” in two 
instances, and the third company indicating “inven- 
tories smaller than they were one year ago, but a 
larger per cent of sales.” In three, inventory-sales 
ratios are unchanged from a year ago, while one com- 
pany reports that “inventories are somewhat lower.” 

Two textile firms believe inventories as a per cent 
of sales will “trend upward” during the next six 
months, two companies predict a downward trend, 
and one company sees no “significant rise” in the 
first half of 1954. 

Four out of six cooperating textile companies in- 
dicate a very poor profit picture for the first half of 
1954. One executive expects “a loss in the first half 
of 1954 where we broke even in 1953.” Another com- 
pany states that “there is little indication that the 
profits for the first half of 1954 will amount to much.” 
The remaining two companies predict declines m 
profits before taxes of “40%” and “as much as 50%” 
in the first half of 1954. One executive estimates that 
his company’s profits before taxes “should not be 
greatly different in the first half of 1954 than for 
1953,” and one producer expects higher profits, with 
this qualification: “Our profits for the first half of 
1953 were affected by an expansion program under 
way at that time, which caused nonrepetitive expenses 
not expected during the first half of 1954.” 


Miscellaneous Nonmetals 


Seven out of eight manufacturers of miscellane- 
ous nonmetal products expect to book fewer new 
orders in the first half of 1954 than a year ago. One 
company estimates “orders will be 20% less,” three 
other companies mention a figure of 10%-15%, in one 
company “new orders for the first half of 1954 are 
expected to be 10%-12% below” the first half of 
1953, and in two companies a decline of “10%” is 
expected. The sole producer expecting higher levels 
of new orders indicates a 25% increase. 

Six out of eight cooperating manufacturers expect 
dollar billings in the first half of 1954 to be “20% 
less,” “10% to 15% less,” “10% to 15% below,” “ap- 
proximately 1214% below,” “off 10%,” and “8% to 
10% below” billings the first half of 1953. One com- 
pany believes that “billings in the first half of 1954 
will show an increase from 10% to 15% above those 
for 1953” and one company “anticipates holding or in- 
creasing” its dollar volume. 

Only one out of nine reporting companies antici- 


pates that “employment will be higher in the next six 
months than it was in the first half of 1953,” as com- 
pared with five companies in which employment will 
be lower by “about 20%,” “approximately 10%,” 
“10%,” “possibly 5%,” and “4%.” Three firms antici- 
pate having the same employment during the first half 
of 1954 as a year ago. 

While two companies expect to maintain their aver- 
age work week unchanged from the first half of 1953, 
five manufacturers intend to shorten the work week. 
In one case, “the work week will average five days 
instead of six,’ and a second executive states that 
“we do not anticipate having the amount of overtime 
we had in the first half of 1953.” 

The five companies reporting on the size of current 
backlogs of unfilled orders all show declines from a 
year ago: current backlogs are reported as “much 
less,” “reduced approximately 20%,” “15% below,” 
“substantially less” and “moderately below the level 
at this time last year.” Two of these producers expect 
that in the next six months “backlogs will be further 
reduced, but not substantially so,” two companies 
expect backlogs “to remain steady,” and one company 
“expects that backlogs will pick up in the first quarter 
of 1954 but still be down 10% to 15% from a year ago.” 

Two manufacturers report current inventories as 
a per cent of sales higher than a year ago, up “7%” in 
one case. Three other cooperators’ inventories as a 
per cent of sales are down from a year ago, one execu- 
tive reporting the following ratios “25% versus 31% a 
year ago.” At another two firms, inventory-sales 
ratios are “about the same” as a year ago. 

Four out of seven cooperating companies predict 
higher inventory-sales ratios in the next six months, 
due in one instance to an anticipated rise in sales. 
One executive explains: 


“It is likely that our inventories will increase as a per 
cent of sales, since we must have larger inventories in 
order to be in a position to make the prompt shipments 
demanded by present keen competitive conditions.” 


“Inventories as a per cent of sales will trend down- 
wards” in the next half year at two cooperating firms 
and one company reports that “we are holding our 
inventories fairly close as a per cent of sales and 
expect to continue to do so.” 

Lower profits before taxes in the first half of 1954 
as against the year-earlier performance is the prospect 
at six out of eight reporting companies. “Profits for 
1954 will be down materially, probably 25%,” “profits 
before taxes for the first six months of 1954 at ap- 
proximately 20% below the first half of 1953,” “profits 
will be off approximately 15%” and “down about 
8%,” are some of the comments received. But two 
companies anticipate “profits before taxes for the first 
half of 1954 will compare favorably and undoubtedly 
be in excess of the first half of 1953.” 
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A 
Advertising : 
Sales and Advertising Expenses, Sept 364 
Agriculture 
Current Role of Farm Exports, Dec 454 
Exports and Imports of Farm Products (Chart 
Feature), Feb 78 
“Farmer in the News,” Nov 424 
“How the Farmer Is Faring,” Sept 359 
“Reexamining Farmers’ Costs,” Apr 160 
See also Farm Prices 
“Aid to Aged: How States Differ and Why,” 
Dec 472 
Automobile Industry 
“Autos and the Business Pace,” Apr 138 


B 
Bank Debits 
See Selected Business Indicators 
Bonds 


“The Drift Is Toward Bond Offerings” (Chart 
Feature), Aug 322 


Brady, Dorothy S. 
“Changing Consumer Spending Patterns,” 
June 244 


Budget, Federal 
See Selected Business Indicators 


Business Book Shelf 
Jan 28; Feb 92; Mar 127; Apr 142, 159; 
May 181, 208; June 231; July 278; Nov 427; 
Dec 453 


Business Conditions 

“The Business Outlook Remains Favorable,” 
Jan 41 

“Executive Consensus: No Bust in ’53,” 
July 268 

“A Good Year After All,” July 287 

“Business Patterns of Korean Period’’ (Chart 
Feature), Sept 356 

“Weighing the Business Outlook: Nine 
Problem Areas, Nine Signs of Strength,” 
Oct 382 


Business Conditions 
See also Business Highlights; Business Fore- 
casts; Selected Business Indicators 


Business Cycles 
“A Critique of “The Cycle Theory’,” Apr 151 


Business Forecasts 
Jan 8, Feb 66, Apr 156, May 174, July 260, 
Aug 311, Sept 347, Oct 387, Nov 416, 
Dec 443 


Business Highlights 
Jan 2, Feb 62, Mar 98, Apr 138, May 170, 
June 210, July 261, Aug 306, Sept 342, 
Oct 374, Nov 402, Dec 438 


Business Indicators 
See Selected Business Indicators 


Butter 
“The Milk and Butter Story,” July 272 
C 
Canada 


“Canada’s Might Grows” (Chart Feature), 
June 232 
Capital 
“Capital Invested by Industry Per Worker,” 
May 178 
Capital Expenditures 
“Capital Outlays: High or Low?” Mar 118 


JANUARY, 1954 


Executives Say: “Capacity Is About Right,” 
Aug 330 


“How Reliable Are ‘Anticipated’ Capital Ex- 
penditures ?”’ Feb 72 
“Profits—and Capital Outlays,”’ June 216 
“Turning Point Ahead in Capital Spending,” 
Aug 319 
Carloadings 
See Selected Business Indicators 
Commodity Prices 
See Selected Business Indicators 
Construction 
See Selected Business Indicators 


“Construction Industry: Retrospect and Pros- 
pect” (Chart Feature), Dec 458 


Consumer Credit 
See Credit 


Consumer Expenditures 
“Changing Consumer Spending Patterns,” 


June 244 

“More Credit for Consumer Purchasing,” 
Mar 122 

“Savings—and the Consumer Market,” Oct 
378 


Consumer Goods 
“Better Quality for the Consumer,” June 249 


“Changing Characteristics of the Market Place,” 
June 242 


“Competition in Consumer Durables,” Sept 
368 


“Income and Demand for Consumer Goods,” 
Mar 103 

“Tomorrow’s Markets for Consumers Goods,” 
June 242 

See also Selected Business Indicators 


Consumers’ Price Index 
Jan 35, Feb 93, Mar 107, Apr 156, May 191, 
June 215, July 267, Aug 327, Sept 354, 
Oct 394, Nov 415, Dec 457 
“Background on BLS Index Revision,” Feb 94 


Consumers’ Prices 

“Consumer Prices Stay at Peak,”’ Oct 393 

“‘Consumers’ Prices Decline,” Dec 456 

“Consumers’ Prices Relatively Stable,”’ Nov 
414 

‘December Food Index Declines,”’ Feb 93 

“England and Moscow: Earnings and Living 
Standards,” Feb 88 

“Food Index Still on Decline,” Apr 155 

“Food Leads Slight Rise in Prices,” Aug 326 

“January Prices Dip Slightly,” Mar 106 

“Little Change in Consumer Prices,” May 191 

“Living Costs—New York, Moscow—in Work 
Time” (Chart Feature), Nov 418 

“Tull in Consumer Prices Continues,” June 
Q14 

“Price Index at Year-Ago Peak,” Sept 353 

‘A Slight Advance in Prices Over Month,” 
Jan 35 

“Slight Rise in Consumer Prices,” July 266 

See also Selected Business Indicators 


Contracts, Defense 
“The Hundred Largest Defense Contractors,” 
Feb 80, Aug 316 


Controls 
“How Dead Is Inflation ?” Mar 98 


Corporations 
“Corporate Funds in 1952,” Apr 143 


47 


Corporates and Mortgages for Life Insurance 
Companies (Chart Feature), May 188 

“Financing Postwar Expansion,” Aug 312 

“100 Largest Manufacturing Corporations in 
1951,” Apr 146 


Credit 
“More Credit for Consumer Purchasing,” 
Mar 122 
“More Credit for Consumers,” Feb 68 


D 
Defense 
“The Hundred Largest Defense Contractors,” 
Feb 80, Aug 316 


Department Store Sales 
“Department Stores and Retail Trade,” June 


226 
See also Selected Business Indicators 


Distribution 
“Changes in Distribution Economics,” June 
254 


Dollar, Purchasing Value of 
See Consumers’ Price Index 


Durable Goods 
“Competition in Consumer Durables,” Sept 
368 


Durable Goods Production 
See Selected Business Indicators 


E 
Earnings 
“England and Moscow: Earnings and Living 
Standards,” Feb 88 
See also Selected Business Indicators 


Economic Notes 
Jan 40; Feb 96; Mar 107; Apr 148; May 186, 
193; June 241; July 271, 274, 282, 286; 
Aug 321; Nov 409 


Employment 
See Selected Business Indicators 


F 

Farm Prices 
“Aid for the Farmer,” Aug 310 
‘Farmer in the News,” Nov 424 
“A Look at Farm and Food Prices,” Nov 420 
“Reexamining Farmers’ Costs,” Apr 160 
‘““Why Farmers Sell Below Support,” May 179 
See also Selected Business Indicators 


Farm Income 
“The Farm Sector in 1953,” Jan 32 


Federal Reserve 
“A Freer Money Market: What’s Happening 
in Wall Street,” July 258 
See also Financial Notes and Footnotes 


Financial Notes and Footnotes 
Jan 37, Feb 77, Mar 128, Apr 149, May 184, 
June 230, Aug 324, Sept 352, Oct 386, 
Nov 408, Dec 449 


Food Prices 
“A Look at Farm and Food Prices,”” Nov 420 


Foreign Trade 
Chart Feature on Foreign Trade, Jan 29 
Exports and Imports of Farm Products (Chart 

Feature), Feb 78 

“In Western Europe,” Jan 19 
“Tn Latin America,” Jan 15 
“New Goals for Foreign Trade Policy,” Jan 24 
“The Outlook for Foreign Trade,” Jan 12 


“Why Detroit Is Interested in World Trade,” 
Jan 12 


G 
Gold 
“Burgess Says: No Higher Price for Gold,” 
Oct 384 
Great Britain 
“Great Britain and Currency Convertibility,” 
Oct 395 
“The Rationale of the Social Services,” Nov 


428 
“Taxation and Savings in Britain,” Apr 163 
“Growth of Voluntary Medical Protection” 
(Chart Feature), Dec 466 


H 
Harrod, Roy od 
“Great Britain and Currency Convertibility,” 
Oct 395 
Hours 
“Living Costs—New York, Moscow—in Work 
Time” (Chart Feature), Nov 418 
See also Selected Business Indicators 
“Hundred Largest Defense Contractors, The,” 
Feb 80, Aug 316 


I 
“Impact of Savings on Durables Buying,” Dec 
444 
Incentives 
‘Will the Businessman Work on Love Alone ?” 
July 283 
Income 
See Selected Business Indicators 


Income Tax 
“The Birth of a Tax,”’ Mar 108 
Indexes 
“Background on BLS Index Revision,” Feb 94 
See also Consumers’ Price Index; Selected 
Business Indicators 
Industrial Production 
World Industrial Output (Chart Feature), 
Mar 116 
See also Selected Business Indicators 
Instalment Credit 
See Selected Business Indicators 
Insurance, Life 
Corporates and Mortgages for Life Insurance 
Companies (Chart Feature), May 188 
Inventories 
“Christmas, Inventories and the Labor Mar- 
ket,” Nov 403 
See also Selected Business Indicators 


J 
Jacobsson, Per 
“Keynes: Costs and Controls,” Dec 468 


K 
Katona, George 


“Income and Demand for Consumer Goods,” 
Mar 103 


“Keynes: Costs and Controls,” Dec 468 


Labarthe, Jules, Jr. 

“Better Quality for the Consumer,” June 249 
Life Insurance 

See Insurance, Life 


Loans, Business f 
See Selected Business Indicators 


Machine Tools 
See Selected Business Indicators 


Machinery 
“The Machinery Industry and Its Com- 
ponents” (Chart Feature), Nov 410 
“Management Looks at Public Relations,” 
Dec 450 
Manufacturing : 
See also Corporations; 
Indicators 
Materials ‘ 
‘““New Uses for New Materials,” May 194 
“Milk and Butter Story, The” July 272 
Mineral Production 
See Selected Business Indicators 
Money 
See Financial Notes and Footnotes; Selected 
Business Indicators 


N 
“New Uses for New Materials,”’ May 194 


Nondurable Goods Production 
See Selected Business Indicators 


O 
“Oil Seeks New Markets,”’ Dec 460 
Old Age 
“Aid to Aged. How States Differ and Why,” 
Dec 472 
“OASI Tax Rates Up Next Year,” Oct 399 
“One-Hundred Largest Manufacturing Corpo- 
rations in 1951,” Apr 146 
“Operations Research: A New Cost-cutting 
Tool,” July 276 


Selected Business 


ie 
Petroleum 
“Oil Seeks New Markets,” Dec 460 
Poole, Kenyon E. 
“Taxes in Historical Perspective,” July 279 
Prices 
“Why Price Forecasts Are Bearish,” Feb 62 
See also Consumers’ Prices; Farm Prices; Se- 
lected Business Indicators 
Productivity 
*‘Service Factor Steadies GNP,” Nov 426 
Profits 
“‘Profits—and Capital Outlays,” June 216 
Public Relations 
“Management Looks at Public Relations,” 
Dec 450 


Railroad Employees 
“The Railroad Workers: Did They Get an 
‘Improvement Increase’ ?”” May 182 
Research 
‘Research Expenditures Increase,” Feb 82 
Retail Trade 
“Department Stores and Retail Trade,” June 


226 
“Who Sells the Housefurnishings ?”’ Jan 27 
See also Selected Business Indicators 
Rohr, Robert J. 
“Operations Research: A New Cost-cutting 
Tool,” July 276 
“ ‘Roll’ in ‘Rolling Readjustment’, The,” Oct $'74 
Russia 
“England and Moscow: Earnings and Living 
Standards,” Feb 88 
“Living Costs—New York, Moscow—in Work 
Time” (Chart Feature), Nov 418 


Sachs, Alexander 
“A Critique of ‘The Cycle Theory’,” Apr 151 


48 


Salaries ; 
Monthly Starting Salaries for Technical Per- 
sonnel, Feb 83 
Sales ‘ } ‘ 
“Industry Combating Buyer Resistance, 
Sept 361 
Percentage of Sales Dollar Spent on Research 
and Development, Feb 84 


Salesmen 
Changes in the Sales Force, Sept 362 
“Executives Say: ‘Good Salesmen Don’t Just 
Happen’,” Oct 388 
Savin rhe 
is ya of Savings on Durables Buying, 
Dec 444 i 
“Liquid Assets and the Consumer Market, 
Nov 412 a f 
“Liquid Assets—How Liquid Are They? 
Feb 75 
“Savings—and the Consumer Market,”’ Oct 
378 
Security Analysts ; 
“Industry Welcomes the Security Analyst,” 
June 220 
Selected Business Indicators 
Jan 11, Feb 67, Mar 115, Apr 150, May 190, 
June 225, July 275, Aug 329, Sept 355, 
Oct 381, Nov 423, Dec 480 
“Service Factor Steadies GNP,” Nov 426 
Social Security 
“Notes on Financing Social Security,” Aug 327 
“The Rationale of the Social Services,” Nov 


428 
“Social Security Reappraised,” June 234 
Statistics 
“Multiple Use of Statistical Schedules,” May 
176 
Steel 
“Inventory of the Steel Situation,” Sept 348 
“Sterling Area, The,” Jan 21 
Stocks 

“‘A Freer Money Market: What’s Happening 

in Wall Street,” July 258 
Survey of Business Opinion (Practices) 

Jan 41; Feb 82; May 194; June 220; July 268, 
287; Aug 319, 330; Sept 361; Oct 388; 
Dec 450 

dh 
Taxation 

“The State and Local Tax Burden,” July 286 

“Taxation and Savings in Britain,” Apr 168 

“Taxes in Historical Perspective,” July 279 

“Will the Businessman Work on Love Alone ?” 
July 283 

See also Income Tax 

Turck, Fenton B. 


“Changes in Distribution Economics,” June 
254 


U 
Unemployment 
See Selected Business Indicators 
Ww 


Wages 
“The Railroad Workers: Did They Get an 
‘Improvement Increase’ ? ” May 182 
See also Selected Business Indicators 
“Wealth, Who Owns the Nation’s ?” Apr 157 
“What Makes Business Go ?” Dec 488 
Wright, David McCord 
“Will the Businessman Work on Love Alone ?” 
July 283 
Neat Wilson 
“Changing Characteristics of the Market 
Place,” June 242 
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